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A growing number of automobile manufacturers are changing from 6 to 12 volt 
electrical systems. Motorola 2-way radio now gives you built-in protection against 
expensive obsolescence should any part of your fleet be affected by this trend. 


WHAT IT IS—It’s truly universal 6/12V equip- ACCEPTANCE— Again anticipating the trends, 
ment—2-way radio that can be interchanged in Motorola offers freedom from obsolescence, and 
mixed 6 and 12-volt fleets without modification of superior performance at lower cost. You can easily 
power supplies, jumpers, plugs, connectors, cables see and hear the difference — greater signal 
or switches. When re-installing in a 12-volt car, no strength, more audio power, longer battery and 
cable replacement is required. It is so fool proof generator life, lower maintenance costs. You get 
that you can safely make changeovers in the dark all this in Motorola’s truly universal 6/12-volt 
without worry of burning out tubes or damaging mobile units—available in the following classes: 


a power supply. e 25-54 mc., 25-30 and 50-60 watts R.F. output 


FEATURES — The ail-vibrator power supply attains e 144-174 mc., 10 and 25 watts R.F. output 
over 70% power conversion efficiency with a result- e 450-470 mc., 18-20 watt R.F. output 

ant power drain reduction of up to 40% —for more 
power per unit size per ampere drain than any Here is a partial list of Motorola 2-way Radio 
other sets on the market —all this, plus the superior customers who have 6/12 volt 
performance of Motorola’s famous Sensicon with 


guaranteed permanent selectivity and seven other 
exclusive features. Michigan State Police El Paso National G 1s Co. 


Ohio State Police Boston Edison Co. 
Shell Oil Co. Florida State Police 


UMA 
M ] Community Public Service Co. lowa State Police 
otor 0 a County of Orange, Calif. State of South Carolina 


RADIO COMMUNICATIONS 





interchangeable mobile units— 








Motorola Communications & Electronics, 


A SUBSIDIARY OF MOTOROLA, INC. 
4501 W. Augusta, Chicago 51, lil. * Rogers Majestic Electroni 
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Cost-saving advantages vital to power plant operators are responsible for the 
mounting acceptance of the Cyclone Furnace. Each represents an important 
advance in the relentless search of power engineers and designers for more 
efficient ways to further lower the cost of generating steam for power. 


The Cyclone Furnace — 


Reduces atmospheric pollution to extremely low levels 
Simplifies ash handling and disposal 

Burns fuel with greater efficiency 

Provides greater fuel flexibility with attendant lower costs 
Reduces overall first cost 

Increases safety by simplifying operation os 
Reduces maintenance = 
Increases availability 


Originally designed and developed to burn more efficiently a wide range of 

coals, as well as oil and gas, the Cyclone Furnace is now being installed in 

areas where factors other than fuel are prime contributors to higher power . ——~~— 
generating costs. For whatever the problems — fuel, fly-ash, availability, cost, = 
maintenance — the Cyclone Furnace contributes directly and substantially 
toward solving them. 


With its revolutionary approach to the entire process of preparing and burn- 
ing fuel, the B&W Cyclone Furnace offers such a simplification of initial 
design and increased facility in everyday operation, that the overall cost of 
producing power is greatly benefited. Let us discuss with you the various cost- 
saving advantages of the Cyclone Furnace for your operation. The Babcock & 
Wilcox Company, Boiler Division, 161 East 42nd Street, New York 17, N. Y. 
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.. regulatory lag is a problem which 
has become increasingly important 
during the inflationary years following 
World War II. But it is not a new prob- 
lem, nor one which has been overlooked by 
students of regulation in bygone vears. 
One need only look at the statutes still 
governing many state public utility com- 
missions to realize that fact. 


AMONG other provisions, we have vari- 
ous time limitations on commission action 
(or failure to act) on proposed rate 
changes. We have statutory provisions for 
temporary or interim rates and for per- 
mitting proposed rates to go into effect 
under bond pending an ultimate decision. 
But such legislative arrangements have 
somehow not satisfied the need of more 
prompt and decisive action during a pe- 
riod of swiftly rising operating expenses. 
Doubtless the same would be true in a pe- 
riod of swiftly dropping prices and oper- 
ating expenses, except that we have never 
had very much experience along that line 
during the history of commission regula- 
tion, with the possible exception of the 
early thirties, and even then the decline 
was something less than precipitate. 


AGAIN, the collection of proposed rates 
under bond, with the possibility of an ulti- 
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with the Coclitors 


mate refund hanging like the sword of 
Damocles over the heads of the utility 
companies, is not an agreeable substitute 
for a final rate increase from the investor’s 
point of view. He does not know whether 
the utility is going to have better earnings 
or not. The company might collect the 
higher rates for a considerable time and 
then be worse off than when it started, 
thanks to the expense of litigation, re- 
funds, and possible additional interest. 


In the current session of Congress, ef- 
fort was made in the Senate Interstate 
Commerce Committee to step up the pace 
of rate case procedures for railroads un- 
der the Interstate Commerce Act. But the 
bill ran into political controversy on the 
Senate floor and was sent back to com- 
mittee with an unlikely chance of action 
before the adjournment of Congress. 


Wuat complicates the regulatory lag 
problem in the gas field is the well-known 
“chain reaction” by which a proposed rate 
increase of a pipeline company is followed 
by a series of secondary proceedings by 
distributors before the state commissions 
in order to pass on their increased cost of 
supply to the retail customer. Assuming 
that it is possible for the pipeline company 
to get sufficiently prompt action from the 
Federal Power Commission, it does not 
follow that a number of state commissions 
can keep pace, because of the complication 
of local intervenors and the more numer- 
ous protesting groups (such as industrial 
users) at the consumer level. 


Om of the most forthright and original 
approaches to the regulatory lag was 
taken by the Board of Public Utility Com- 
missioners of the Province of Alberta, 
which was subsequently labeled the “Al- 
berta Plan.” Under this plan loss due to 
procedural delay, sometimes called “transi- 
tional loss,” was treated like any other ex- 
penditure made by the utility company for 
the benefit of the ratepayer. On the theory 
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“THIS MODERN ART GETS ME!” 


Surg, THE CHART tells the score, for and keep America a free nation. 


those of us who can and will interpret it. 


: The power salesmen of America’s electric 
Good score, too, that American management 


: light and power companies show their cus- 
has to show for its efforts. & P P 


tomers how to improve production and cut 


To keep it good, mechanization and elec- costs by greater use of electricity. In that 
trification of all processes must be made way they serve their customers, and, more 
greater every year. That is the only way to important to you, they preserve and increase 
keep plants operaticg, keep men employed, the net income of the power companies! 


ELECTRIFIED INDUSTRY ~ Todays Baivest 


Martin Publications = 20 No. Wacker Dr., Chicago 6 






PAGES WITH THE EDITORS (Continued) 


that if ratepayers insist on a delay in the 
rate increase (which is subsequently found 
to be justified) they ought to pay for it 
just like they pay for any other investment 
by. the utility for their benefit. And so the 
amount was found subject to amortization 
out of rates. 


THIs approach was first explained in an 
analytical article on the subject, published 
in the February 18th issue of PUBLIC 
Uriuities ForTNIGHTLY, by the Honor- 
able G. M. Blackstock, QC, who until re- 
cently was chairman of the Board of Pub- 
lic Utility Commissioners of the Province 
of Alberta. Since that article appeared, the 
editors have received a considerable num- 
ber of statements by way of reaction from 
state commissioners in the United States 
and other experts. As a result, the editors 
were able to develop a symposium of in- 
formal but highly informative viewpoints 
on what to do about the “regulatory lag” 
in rate cases. The first of these, which is 
the opening article in this issue, is com- 
posed of opinions expressed by state com- 
missioners, chiefly chairmen. In a forth- 
coming issue the views of other regulatory 
experts will be presented. 


* * *K * 


een: including those in charge 
of utility business, have long com- 
plained of a lack of understanding about 
business and its functions in our American 
system on the part of our young people. 
Probably the best and most logical place 
to give our young people an honest under- 
standing of business operations and what 
makes the wheels of American economy 
turn is the school. But first the teachers 
themselves must have access to full and 
fair information on the subject if they are 
to do this job. In this issue there is an ac- 
count of a program sponsored by an in- 
dependent telephone company in Califor- 
nia for the teachers. It is a down-to-earth, 
step-by-step description of how to organ- 
ize, carry on, and get the most out of such 
a project. 


H. W. Hotmwoon, executive vice presi- 
dent of the General Telephone Company 
of California, who is the author of this 
article (beginning on page 799), is the son 
of an engineer who helped construct the 
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Panama Canal. Because of that back- 
ground, he spent most of his youth in Cen- 
tral America. After graduating from the 
University of California (’24), he traveled 
in Mexico and Central America for a 
United States business firm before enter- 
ing the service of his present organiza- 
tion in 1928. From an accounting clerk he 
rose to the post of secretary-treasurer be- 
fore being called to active duty as an Air 
Force reserve officer following Pearl Har- 
bor. Upon his return he was elected to the 
board of directors and more recently to 
the newly created position of executive 
vice president. 
* *K * * 


Is making desirable reading matter avail- 
able to utility employees, the accent 
must be on voluntary and spontaneous ac- 
ceptance. The article entitled “What Are 
78,000 Employees Willing to Read?” 
(which begins on page 807) tells how one 
utility company management took some 
interesting measurements of how the 
booklet racks were being used and what 
the employees thought of the material. 
James H. Cottins, California business 
author, points to the various factors to be 
considered in supplying such booklet racks 
with acceptable material, such as: diver- 
sity of subject matter, entertaining treat- 
ment, smart packaging, etc. 


THE next number of this magazine will 
be out July 8th. 


ar Caldiera 
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get your free copy of 





“PUBLIC RELATIONS IN ACTION” 


We'd like you to have a free copy of the 
new twelve page booklet you see above. It 
contains some mighty interesting informa- 
tion for utility people. 

You’ll see how several New England 
public utilities use modern record keeping 
methods, and equipment, to assure them- 
selves not only first class public relations 








Remington. Fland 


PROFIT-BUILDING IDEAS FOR BUSINESS 


but peak operating efficiency, too. This 
booklet deals with almost every public 
relations function facing today’s modern 
public utility. Just write Remington Rand, 
Room 1657, 315 Fourth Avenue, New York 
10, New York, and ask for your copy of 
X1498. There’s no obligation, of course, and 
we think you’ll find an idea or two here. 














Coming IN THE NEXT ISSUE 


* 


FINANCIAL EXPERTS LOOK AT REGULATORY LAG 


In the preceding issue of PUBLIC UTILITIES FORTNIGHTLY there was a collection 
of excerpts from opinions by state regulatory commissioners on the subject of regula- 
tory lag. These views were generally written in reaction to the article which appeared 
in our February 18th issue on the so-called ‘Alberta Plan'' for amortizing losses, due 
to rate case delay, out of rates. Here is another collection of expert opinions on this 
subject. Financial experts and economists generally feel that the so-called regulatory 


lag is an important problem, which needs careful attention from public authorities. 


PUBLIC RELATIONS TECHNIQUES 


Public opinion is made up of the opinions of millions of individuals. It can only be 
changed by changing the opinions of individuals. Harold Brayman, director of public 
relations department of E. |. du Pont de Nemours & Company, Inc., gives public 
utility companies a view from the outside of the best techniques for creating and 
maintaining better understanding and friendlier relationship between business and 
its public. The public in this case includes employees, security holders, community 


neighbors, suppliers, and customers. 


UTILITIES’ FUTURE IN LATIN AMERICA. PART I. 


With the spotlight of international attention on Latin America, those interested in 
public utilities will find this 2-part article by Herbert Bratter, financial and economie 
writer, of special interest. What has happened to United States and other ''foreign'’ 
dollars invested below the Rio Grande or south of the Panama Canal in public utility 


enterprises? 


* 


Al SO .. . Special financial news, digests, and interpretations of court and com- 


10 


mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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GAMBLING OV RATES? : 






















You may be losing important rate revenues if your rate structure is based on 
incomplete figures. You can get complete, accurate, swift analyses of all your 
billings via the R & S exclusive “Multi Frequency Tabulator.”’ When R & S ana- 
lyzes your billings you are insured against the hazards of these highly dangerous 
methods — 


@ rates developed from “sampling” analyses of 2 or 3 months 
billing and weighted for the balance of the year 


@ rates arrived at through meter book studies, again, on a 
sampling basis 


@ rates predicated upon random sampling of “typical” cus- 
tomer billings over a short or long term 


None of these methods can be depended upon to reveal a true picture—the R&S 
method can. 


The cost of this service can be recaptured a thousand fold with properly designed 
rate structures that produce the required revenue and at the same time stimulate 
consumption. The insurance that your rates 
reflect the true picture of consumption is 
worth the cost alone! 





There is no charge for consultation with 
R & S—ask for an estimate of the cost of an 
analysis of your billings—try the service—it 
will prove its worth almost immediately! 








RECORDING & STATISTICAL CORPORATION 


“your way to better controls” 
100 Sixth Avenue, New York 13, N.Y. 
WOrth 6-2700 
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“There never was in the world two opinions alike.” 


SINCLAIR WEEKS 
Secretary of Commerce. 


Sam H. JoNEs 
Former govenor of Louisiana. 


Louis V. SuTTON 
President, Carolina Power 
& Light Company. 


Wa cteER E. Hoab ey, Jr. 
Economist, Armstrong Cork 
Company. 


J. Frank Warp 
Chairman, Washington State 
Power Commission, 


Excerpt from The Guaranty Survey, 
published by Guaranty Trust 
Company of New York. 


HERBERT HOOVER 
Former President of the 
United States. 
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“The hazard today is not the economic state of the 
union but the psychological state of the consumer’s 
mind.”, 


“Self-preservation alone should impel business and 
government to pull together. The businessman should 
give intelligent support to those in office. The politician 
should co-operate, too, with an honest attempt to under- 
stand business.” 


* 


“A power company’s expansion is in fact a forerunner 
of progress. Electric power must be available to meet 
the expanding needs of existing industries whenever 
such needs arise and it must be ready in whatever quan- 
tity desired by new industries coming into the area.” 


> 
“The best method by which to gain perspective 
amidst changing current economic developments . . . 1s 


to step back and away from the deluge of day-to-day 
reports of business changes and take a longer look at 
where business is going—national business, local busi- 
ness, and your particular business.” 


* 


“During the next ten years private agencies expect 
to create 3,250,000 kilowatt-hours [for use in Washing- 
ton state] while the government expects to create 3,- 
150,000 kilowatt-hours, It has been well demonstrated 
that private agencies can carry their share of the load. 
Actually, the federal program now falls short of meet- 
ing the need by at least two years’ construction.” ‘ 


“For two generations, the public in general and indus- 
trial workers in particular have been taught to believe 
that wages can enjoy an exclusive immunity to the market 
forces that determine the prices of commodities and 
services in general. This delusion survived the most 
disastrous period of unemployment in history and now 
seems to be stronger than ever. It is impossible to predict 
the sort of situation that will ultimately reveal it for the 
fallacy that it is.” 


¥ 


“T should be regarded as an expert on these. subjects 
[slumps]. At least I was credited with having con- 
structed one all by myself, the entire world-wide de- 
pression which lasted in the United States for ten years, 
from 1931 to 1941. I even received the honor of having 
that depression named after me by various political 
candidates. However, out of modesty I must again state 
that this was an overdone honor and that I have never 
claimed such gigantic political, economical, or intellec- 
tual power.” 
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OURS... the boct 


deal in the ontivo 
truck field... 


DODGE 


Yes . . . compare the facts and figures 
shown at right and you’ll come to this 
one clear conclusion . . . Dodge trucks 
give you a better deal than any other 
leading make! So, before you invest a 
single dime in a new truck, check the 
deal you get with Dodge! Visit your 
friendly Dodge dealer this week. He’s 
ready to serve you—anytime you say. 
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DODGE::: TRUCKS 


Look at these Dodge advantages! See how 
Dodge gives you a better deal in every way! 






Sharpest turning with new steering system, 39° 
turning angle! B-108 pick-up U-turns in less space 
than most cars! 

Widest, roomiest cab of them all, with 6134” of 
hiproom, 583%” of shoulder-room! Real 3-man size! 


Best visibility with 951 sq. in. one-piece curved 
windshield— biggest of any truck! See better, see 
more with Dodge! 


Deepest, most comfortable seat with 86 soft, 
cushioning coil springs! Chair-high (16”) for 
easier driving! 

Lowest lines with lower center of gravity for 
better stability, lower body floors in pick-ups and 
panels for easier loading! 


Biggest line of sixes and eights. From 100 to 
172 hp.! Assures the right power and economy 
for your job! 

Most powerful high-tonnage V-8’s anywhere... 
153 hp. in 234-ton, 172 hp. in 3-, 314-ton! 
Shortest conventional tractors of any make 114- 
through 314-ton—102” from bumper to back of 
cab! Haul longer trailers, carry larger loads! 
Lowest priced no-shift driving on low-tonnage 
trucks! Truck-o-matic transmission with gyrol 
Fluid Drive! 

Easiest entry and exit—lowest cab floor, widest 
door opening saves time and effort when you’re 
stepping in and out! 

Biggest %2-ton load capacity— Dodge high-side 
pick-ups. Up to 44% more load space than other 
makes! Biggest 14-ton panels, too! 

Most efficient controls—all hand controls and 
dispatch box are in center of instrument panel 
within easy reach! 


See your 
friendly 
Dodge 


gor dealer 
how! 
























REMARKABLE REMARKS—( Continued) 


CLARENCE E. MANION 
Co-chairman, For America. 


Wa ttTER H. SAMMIS 
Retiring president, Edison 
Electric Institute. 


HERBERT J. MILLER 
Executive director, 
Tax Foundation. 


BENJAMIN F. FAIRLESS 
Chairman of the board, United 
States Steel Corporation. 


EDITORIAL STATEMENT 
The (Portland) Oregonian. 


CiiFForD F. Hoop 
President, United States Steel 
Corporation. 


Cuarces E. WILson 
Secretary of Defense. 


P. NICHOLS 
Treasurer, Atlantic Coast 
Line Railroad. 
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“Our best defense against Communism is the con- 
tinued freedom, solvency, and independence of the 
United States.” 

* 


“The nation’s investor-owned electric companies are 
able and willing to meet any challenge of the ever-grow- 
ing requirements for electricity, no matter what the 
magnitude of such requirements may be.” 


¥ 


“[We must] get the people away from the idea of hav- 
ing the government pay for almost everything. We must 
not be scared by cutting out the spending. It is this re- 
cession talk which, ironically, increases expenditures by 
the government.” 


ba 


“For many years our tax laws have been based on 
the destructive proposition that anything which is bad 
for business is automatically good for the country. . . . 
now, after all these years, the government is trying to 
correct this situation.” 


* 


“There is absolutely no justification for the sale of 
federal dams and transmission lines of the northwest 
regional system to any single state. The only proper 
purchaser would be a regional agency representing all 
the states through which the Columbia and its main 
tributaries flow and representing, as well, the national 
government, which is obligated to protect the defense 
and economic interests of the whole nation.” 


> 


“Tt is quite probable that historians will call these pres- 
ent times a period of decision. We seem to have reached 
a plateau in our national history—a time of taking stock 
of our past accomplishments, a time for realigning our 
sights on the goals which still lie ahead. Many of the 
seemingly brilliant short cuts and liberal ideas attempted 
during the past generation are badly tarnished already. 
To some of our citizens, the effect is one of disillusion- 
ment.” 


* 


“In our effort to maintain economic stability and rela- 
tively full employment we do not have to use Fascist or 
Communist methods. We do have to recognize the es- 
sential factors involved, I have every confidence that 
between us all we know enough to reasonably control 
these factors and their over-all effect on the economy of 
our country without resort to regimentation and spe- 
cific controls that interfere with the final efficiency and 
effectiveness of our free industrial system.” 


* 


“Freight rates and passenger fares have not risen 
in any proportion to the increase in wages and prices. 
Wages have increased about 106 per cent from the 1943 
level; prices of materials and supplies have more than 
doubled in the same period. Rates for freight and pas- 
senger transportation have trailed far behind. The result 
of the slow process required to get even less than the 
needed rate increases has been to depress railway earn- 
ings to the point that venture capital in the industry is 
almost nonexistent. . . . Investors look askance at se- 
curities of an industry having such small promise of 
better earnings.” 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value. . . 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 








QO-Panels 


H. H. Robertson Company 
2400 FARMERS BANK BLDG. ° PITTSBURGH 22, PA. 
Offices in Principal Cities 
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Ne 

Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 




















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 


Please send a free copy of your Q-Panel Catalog. 
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ADDRESS 
PUFI 


Typical Users of 
Newport News Equipment 


PLANT 
Boone 
Buchanan 
Caonillas 
Chief Joseph 
Clark Hill 
Deer Lake 
Folsom 

Fort Patrick Henry 
Hiwassee 
Hoover 

J. H. Kerr 

Jim Woodruff 
Lower Salmon 
Norris 

Rock Creek 
Santee-Cooper 
C. J. Strike 
Whitney 
Wilson 


LOCATION 
Tennessee 
Texas 

Puerto Rico 
Washington 
South Carolina 
Newfoundland 
California 
Tennessee 
Tennessee 
Nevada 
Virginia 
Florida 

Idaho 
Tennessee 
California 
South Carolina 
Idaho 

Texas 
Alabama 





General view of dam at Grand Coulee, built by the Bureau 
of Reclamation, which utilizes 18 Newport News turbines, 
the most powerful ever built. Nine are 150,000 h.p. units, and | 
the other nine are rated at 165,000 h.p. each. 
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Water Power Equipme 





— 


Turbines designed and built for the world’s largest 
development at Grand Coulee...and for other 

hydroelectric installations in America and various parts = 
of the world... bespeak the skill and facilities ; 
offered by Newport News. 


Sic Slatin 


This trained organization has filled hydroelectric 
turbine contracts with an aggregate rated output 
of 7,000,000 horsepower. 


Other equipment designed and built by Newport News 
includes penstocks, pressure regulators, valves, pumps, 
gates and rack rakes. Upon request, a copy of our 
illustrated booklet entitled “WATER POWER 
EQUIPMENT” will be sent to you. 


Newport News 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 

















brings problems in 
Engineering, Financing, 
Rates, Insurance, 
Storage, Distribution 


and | Commonwealth's skilled and 
experienced staff is available on call 
to assist you in these 

and other phases 

of your gas operations. 

Over a period of many years 

we have supplied successful 

and satisfactory services 

to manufactured, L-P 

e and natural gas companies 

ranging in size from 

only a few meters 

to hundreds of thousands. 

Services covering 

arts & such problems as: 





es leases 





2WS 
Sy 


and subside 


COMMONWEALTH ASSOCIATES INC. 






Design of facilities 
Property acquisition reports 
Engineering reports on new projects 
Gas manufacturing consultation 
Cost of service and rate studies 
Studies of technical, rate and other problems 
related to mixed gas supply 
Preparation of testimony and representation 
before local and federal regulatory agencies 
Underground storage field studies 
Emergency, standby and peak-shaving supply studies 
Distribution layout or revamping to meet growing loads 
Space heating saturation problems 
Market surveys 
Insurance requirements 
Depreciation studies 
Assistance with financings 
Metering problems 
General contracting 


Write for our booklet describing our services. 
Address: Commonwealth Services Inc., Department E 
20 Pine Street, New York 5, N. Y. 






20 Pine Shed, New Yok 5 NY 


Wiashinglo, DC 
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Columbia Gas System 
delivers a modern miracle 


24 Hours-A-Day! \ 


© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 


Cc y, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 








stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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Colonel Byllesby didn’t know he was a pioneer..... 


It was before the turn of the century that 
young Henry Byllesby worked side by side 
with Tom Edison and George Westing- 
house. As they each contributed their great 
knowledge to design the first steam operated 
electric central station in the world, the 
farthest thought from Henry Byllesby’s 
mind was that someday he and Tom and 
George would be regarded as pioneers in 
electric power. It was therefore more than 


coincidence that the company he founded 
in 1902 should later be aptly named, 
Pioneer Service and Engineering. This is 
but a tribute to the vision of a man who, 
with his company, contributed to making 
America the most powerful nation on earth. 
This year Pioneer takes pride in celebrating 
LIGHT’S DIAMOND JUBILEE and pauses a 
moment to respect the name of its founder 
. . . who didn’t know he was to be a pioneer. 


M5] Serving power plant 
, needs of utilities and 
. private industries. 


honeer Service & Engineering GO. 231 sourn LASALLE sT. CHICAGO 4, ILL. 
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It’s the peak perfornfance that counts with transformers in the Ame 
f ing 











EEE etter inetrectereee 


operating picture. Increasing uses of electricity have shoved the iin 
i : ; Bs 
demand curve up sBarply -..- given your equipment a steeper, meet 


higher path to cljfmb. Stamina is a must today... failures can 


mean the difference between efficiency and loss. Moloney Hiper- 





Core Transformers have improved short-time overload character- ‘ 
istics which provide excellent peak load performance. Their design 
also permits rapid cooling, promotes longer operating life... in “— 


short, peak performance. Brox 
end 


It is not surprising that Moloney Transformers offer more... 
for each is really the product of 58 years of experience. The mark of 


Moloney has alway meant transformers built with the best in 





engineering, workmanship and materials. To make your system 





better ... make it Moloney all along the line. mase-11 


Ame 





Moloney HiperCore Distribution Transformers ore 
available from stock in all standard ratings from 
3 Kvo up in both Conventional and CSP designs. 


é | SSC 







MOLONEY ELECTRIC COMPANY 


Manufacturers of Power Transformers « Distribution Transformers + Load Ratio Control 
Transformers + Step Voltage Regulators « Unit Substations + Electronic Transformers. 
‘ALES OFFICES IN ALL PRINCIPAL CITIES « FACTORIES AT ST. LOUIS 20, MISSOURI! AND TORONTO, ONTARIO, CANADA 
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JUNE- 


PULY 





Thursday—24 


New Hampshire-Vermont 

Telephone Association ends 

2-day annual convention, 
Rye Beach, N. H. 


Friday—25 


American Institute of Elec- 
trical Engineers ends 5-day 
summer general and Pacific 
general meeting Los 
Angeles, Cal. 


Saturday—26 


Canadian Electrical Associ- 

ation ends 3-day annual 

convention, Murray Bay, 
Quebec, Canada. 


Sunday—27 


Wisconsin Utilities Associa- 

tion, Accounting Section, 

begins meeting, Lake Del- 
ton, Wis. 





Monday—28 


American Society of Heat- 
ing and Ventilating Engi- 
neers begins semiannual 
meeting, Swampscott, Mass. 


Tuesday-——29 


Michigan Gas Association 
ends 2-day meeting, Mack- 
inac Island, Mich. 


Wednesday—30 


Michigan Electrical Asso- 

ciation ends 4-day annual 

convention, Mackinac 1Is- 
land, Mich. 


@ 


JULY 
Thursday—1 


Edison Electric Institute, 

Accident Prevention Com- 

mittee, begins meeting, San 
Francisco, Cal. 





Friday—2 


North and South Carolina 

Broadcasters Associations 

end 2-day joint meeting, 
Myrtle Beach, S. C. 


Saturday—3 


Edison Electric Institute, 
Industrial Relations Com- 
mittee, will hold joint meet- 
ing with Northwest Elec- 
tric Light and Power Asso- 
ciation, Personnel Section, 
Portland, Ore. July 12-14. 
Advance notice. 


Sunday—4 


National Housewares and 
Home Appliances Exhibits 
will open, Atlantic City, 
N. J. July 12-16. Advance 


notice. 


Monday—5 


North Dakota Association 
of Rural Electric and Tele- 
phone Co-ops will hold 
meeting, Bismarck, N. D. 
July 15, 16. Advance notice. 








Tuesday—6 


American Home Economics 
Association begins meeting, 
San Francisco, Cal. 





Wednesday—7 


Western Summer Radio- 
Television and Appliance 
Market will hold western 
merchandise mart, San 
Francisco, Cal. July 19-23. 
Advance notice. 





Thursday—8 


Inter-American Conference 

of Sanitary Engineering 

will be held, Sao Paulo, 

Brasil. July 25-31. Advance 
notice. 


ey 





Friday—9 


World Power Conference 
will hold sectional meeting, 
Rio de Janeiro, Brazil. July 
25-Aug. 10. Advance notice. 
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Courtesy, Southern California Edison Company 


Spring Cleaning for Utility Lines 


“Industrial monkey” rigging used to wash insulators. 
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Early this year an article appeared in this magazine on the so-called 
“Alberta Plan” by a former chairman of the regulatory commis- 
sion of that Canadian Province. It evoked considerable interest and 
reaction from state commission chairmen and others. As a result, 
the editors were able to develop a symposium of informal but highly 
informative viewpoint on what to do about the “regulatory lag” 
in rate case procedure. In a forthcoming issue, views of regulatory 
experts other than state commissioners will be presented. 


















HE so-called Alberta Plan for taking 
care of the problem of regulatory 
lag was carefully analyzed in an 

article’ by a distinguished Canadian bar- 

rister, who was for many years, and until 
very recently, chairman of the Board of 

Public Utility Commissioners of the Prov- 





1“Transitional Loss Allowance—Cure for Regu- 
latory Lag?” By the Honorable G. M. Blackstock, 
QC. Pustic Urtiities FortNnicHtty, Vol. 53, No. 
4, February 18, 1954, page 201. 





ince of Alberta, the Honorable G. M. 
Blackstock, QC. Mr. Blackstock dealt 
with a question which has become increas- 
ingly acute for regulatory commissions, 
state and federal, in our own country. It 
is the question of what to do about the loss 
of proper earnings claimed by utility com- 
panies between the time a petition for a 
rate increase is filed and rate relief, if any, 
actually becomes effective. 
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Under the Alberta Plan this loss due to 
procedural delay, which Mr. Blackstock 
called “transitional loss,” was treated just 
like any other expenditure made by the 
utility company for the benefit of the rate- 
payer, on the theory that if the ratepayers 
wanted a delay in a rate increase, subse- 
quently found to be justified, they ought 
to pay for it. And so the amount was held 
subject to amortization out of rates. This 
approach to the problem is rather origi- 
nal, although no claim was made by Black- 
stock that it is the only proper solution. 

A considerable amount of reaction was 
stimulated, however. Informal expres- 
sions of opinion were received from a 
number of state commission chairmen. 
What to do about the regulatory lag? 
These expressions of individual opinion 
have been collected in this symposium to 
give the readers of this magazine the 
benefit of information (1) as to how the 
situation is dealt with in various states, 
and (2) what other factors might be in- 
volved and what other solutions might be 
practical. 


The New York State Practice 


i ee the years the New York Public 
Service Commission has used three 
measures for handling rate matters. Fol- 
lowing is the gist of a communication 
received from Chairman Benjamin F. 
Feinberg, resulting from his reading of 
the Blackstock article and the problem of 
regulatory lag: 

“Mr. Blackstock raises a question which 
has troubled many utility regulatory 
bodies for years. It is undeniably true that 
where the issue of ‘time lag’ in rate deter- 
minations has not been met a utility com- 
pany is likely to suffer financial loss. Let 
me note in passing that in many instances 
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delays in deciding rate matters are due 
to failure of a company to prepare prop- 
erly for the presentation of its case or by 
lack of prosecution. It is not unusual for 
company counsel to ask for long adjourn- 
ments. On the other hand, a regulatory 
body, if it is to carry out its obligations 
under the law, cannot sacrifice standards 
of proof for the sake of speed in proc- 
essing a case. Nevertheless, as Mr. Black- 
stock says, regulation should not be used 
to the financial detriment of a utility. 


¢¢ VN New York state we have met these 

issues successfully, I believe, over a 
period of many years. Under provisions 
in the Public Service Law and by com- 
mission rules, utility companies and the 
public are adequately protected against 
consequences of the ‘regulatory lag.’ 
Briefly stated, the New York commission 
handles rate matters before it in one of 
three ways: 

“1. In instances where the increase re- 
quested is relatively minor or where the 
need or justification for it is obvious, the 
commission accepts the company’s filing, 
thus making it possible for the utility to 
put its proposal into effect without the 
delay attendant upon public hearings and 
formal investigation. Where justified, the 
commission grants a special permission 
order, waiving the statutory requirement 
of thirty days’ notice in case of tariff 
changes, and permits the company to put 
the increase into effect on short notice 
to the public, usually from one to three 
days. 

“2. In cases where a utility seeks an 
increase and where the need for all or part 
of it may exist but is not clearly apparent 
upon preliminary investigation, the com- 
mission may proceed under § 113 of the 
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Public Service Law. Under this statute, 
the commission may permit a utility to 
put a proposed rate into effect and at the 
same time initiate a proceeding on its own 
motion to determine whetlier the com- 
pany’s rates are just and reasonable. Dur- 
ing the period of the investigation the 
company must keep exact account of the 
moneys it collects in excess of the rates 
in force prior to the effective date of the 
new tariffs. These funds are, in effect, in 
escrow during the period of the proceed- 
ing. At the conclusion of the case, if the 
commission determines ‘121 ihe rates were 
excessive in whole or in part, the utility 
must refund to customers the overcharge. 
The commission may require the entire 
amount be refunded; it may decide that 
only part of it be repaid; or it may deter- 
mine that a refund should be made for a 
specified period during which the higher 
rate was in effect. 

“The power granted the commission 
under § 113 of the Public Service Law 
has been frequently and successfully ex- 
ercised by the commission in recent years. 
Currently there are several such proceed- 
ings before us. 

“3. The lag in processing a rate case, 
which in a time of inflationary costs usual- 
ly works against the interests of a public 
utility, may also work to the disadvantage 
of utility consumers. For example, under 
our regulatory procedures the operations 
of utilities are under constant accounting 
examination and the results of these 
studies are reported to the commission. 
If a report from our accounting staff indi- 
cates that existing rates of a utility 
yield it excessive return, the company is 
approached informally with a suggestion 
for a rate reduction. If the talks do not 
produce desired results the commission is 


duty bound to institute an inquiry whether 
the utility’s rates are just and reasonable. 


— the history of our commission 
going back to the early thirties, 
there are instances where dilatory tactics 
by a utility prolonged rate cases four or 
five years and during this period consum- 
ers were denied the benefits of a reduction 
to which they were clearly entitled. 

“To meet this situation the legislature 
in 1934 enacted § 114. This statute gives 
the commission broad powers but I will 
confine myself to the provisions which are 
especially pertinent in this discussion. 
Under that statute the commission may 
fix temporary rates; that is, it can order 
a reduction in rates effective immediately, 
and continue the proceeding for a deter- 
mination of final or permanent rates. 
The legislature provided that in the fixa- 
tion of final rates the commission must 
give consideration to the effect of the 
temporary rate during the pendency of 
the proceeding. This has been held by the 
courts to mean that in the event the tempo- 
rary rates as fixed by the commission 
were not compensatory and the company 
had suffered what Mr. Blackstock terms 
‘transitional loss’ the utility would be en- 
titled to recoup the loss in the rates to 
be fixed by the commission for the future. 
The commission has the power to de- 
cide how this recoupment should be 
accomplished. 


4 °“T HIs statute was challenged by New 

York utilities and in every in- 
stance it was upheld by the courts, specifi- 
cally Bronx Gas & Electric Co. v. Maltbie, 
271 NY 364, 375. In that case the court 
of appeals, the highest court in the state 
of New York, discussing the company’s 
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The essential text of his letter is as 
follows: 


experience with temporary rates during 
the period of a proceeding, said: 


“*This section (the temporary rate 
statute), as we have said, forces public 
service commission to consider the re- 
turns from the temporary rate and to 
establish the permanent rate, or the 
final rate, accordingly; that is, if the 
temporary rate has proved to be too 
low the final rate must make it up to 
the company. Over what time it is 
necessary to provide a rate sufficient to 
make up the loss, or to include the take- 
up, is a matter of adjustment, machin- 
ery, and method. These matters are all 
in the hands of the public service com- 
mission, which may increase or modify 
a rate to meet the circumstances at any 
time. ... 

“We, therefore, are of the opinion 
that this law is not unconstitutional; 
that it meets the defects in prior pro- 
cedure, and affords the company ample 
protection as well as the consumer. It is 
a fair attempt to meet the time element, 
which is necessary to be considered in 
rate-fixing hearings.’ 


“Over the years the New York commis- 
sion has used the three methods of han- 
dling rate matters as stated in the fore- 
going and I believe that the interests of 
the utility companies and of the mil- 
lions of consumers have been adequately 
protected.” 

* 


Commissioner Rasmussen’s Views 


Pe A. RAsMuUSSEN, member of the 
Minnesota Railroad and Warehouse 
Commission, was moved to make a con- 
structively critical reply, following his 
reading of the article on the Alberta Plan. 
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e 7 the first place, the entire article is 

predicated on the assumption that 
utility rates are always going to be on the 
upgrade. It seems constantly, throughout 
the article, to stress the significance of 
the lag factor as it applies to the need for 
higher rates. The interest of the utility 
predominates throughout the entire article 
and I fail to notice any manifestation con- 
cerning the interests and rights of the 
patrons of utilities. Should our economy 
adjust itself, as it so often has, along a 
downward trend, the lag factor would be 
just as potent in its application in the 
need for lower rates on the part of the 
patrons as it appears to be a factor 
in the need for increased rates when our 
economy is on an upgrade. 

“T am not at all in accord with the sug- 
gestion that so-called ‘interim’ rates are 
justifiable. I am, however, very much in 
accord with a policy where utility com- 
missions are under an obligation to issue 
orders promptly. The fact that utility 
commission indulge in procrastination, 
and that often utilities themselves wait too 
long before making application for rate 
adjustments, in no way justifies an interim 
rate structure. 

“T believe that an interim rate structure 
could be challenged in court and as a result 
of such action, it would be discarded. It 
is my way of thinking that there is no 
statutory justification for an interim rate. 
If the delayed tactics of utility commis- 
sions become so acute, it might be neces- 
sary for state legislatures to order utility 
commissions to issue orders not later than 
ninety or 120 days after the matter has 
been heard and the transcript of such a 








x 











hearing available. They could qualify this 
that the order could be delayed upon the 
written consent and approval of all parties 
concerned in the hearing. 


ot ten comparison of unregulated in- 
dustries with regulated industries, 


according to my judgment, is not in order ' 


because the economic factors involved are 
not at all comparable. An unregulated in- 
dustry may make 20, 30, or an even higher 
per cent on its investment during certain 
periods and may experience substantial 
losses at other times. A regulated industry 
has a stability with respect to a guaranteed 
rate of return during practically all 
conditions. 

“T have attended several of the national 
conventions of the utility commissions and 
I am becoming more and more convinced 
that there is altogether too much concern 
for the needs of the utility and too little 
concern for the welfare of the patrons of 
these utilities.” 

> 


The Massachusetts Practice 


HAIRMAN David M. Brackman of the 
Massachusetts Department of Public 
Utilities feels that the practice in that 
commonwealth takes ample care of the 
situation without resorting to the regula- 
tory innovations used under the Alberta 
Plan. Chairman Brackman stated in a 
letter to the editors: 

“TI was very much interested in Mr. 
Blackstock’s suggestion as to the method 
of overcoming the regulatory lag. In this 
state, we have power to suspend the appli- 
cation of the proposed tariffs for a total 
of ten months. The problem is here, there- 
fore, not as serious as it is in Canada to 
which Mr. Blackstock refers. There is in- 
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variably some delay between the time 
when the new rates are filed and the time 
when the final order is issued by the de- 
partment. 

“This elapsed time is, however, kept 
to a minimum by the department’s efforts 
to arrive at a prompt decision. Very 


‘ few cases, at least since the war, have run 


the full ten months’ period and most of 
them are decided within a space of two 
or three months or even less. 


ceWW7= are, moreover, not entirely con- 
vinced that the results of the regu- 
latory lag are as important as the author 
seems to think. As a practical matter, the 
utility companies, particularly the electric 
and telephone utilities, seem to have no 
difficulty in maintaining adequate earn- 
ings, or at least maintaining earnings 
which are sufficient to enable them to mar- 
ket their securities in adequate volume and 
at satisfactory price levels. It seems to us 
that it is one of management’s problems, as 
you indicated in your very able recent pub- 
lication Preparing for the Utility Rate 
Case,® to be prepared for the financial sit- 
uation as it may exist at the time of the 
hearings on a rate case. No utility should 
wait until its earnings are at the danger 
point before it applies for adequate rate 
relief. Certainly it is true that the actual 
decision of the commission does not take 
too long after the close of the hearings, 
and the utility is privileged to introduce 
current earnings statements at any time 
during the hearings. So long as the earn- 
ings statements are not radically different 
from those put in at the early part of 
the hearings, I do not feel that anyone is 
prejudiced in their introduction and I feel 





2 Preparing for the Utility Rate Case. By Francis 
X. Welch. Public Utilities Reports, Inc., publishers. 
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that the regulatory authority should and 
would accept them and consider them in 
the course of its decision. 


€¢ AT any rate, I do not see much differ- 

ence between Mr. Blackstock’s 
suggestion and the practice which he him- 
self disavows of making the rates effec- 
tive retroactively. After all, the rate- 
payers who are taking service between the 
time the new rates are filed and the time 
when the commission’s order is effective 
are not necessarily the same identical per- 
sons who will be paying the rates estab- 
lished by the commission order. Conse- 
quently, to permit amortization of the loss 
due to regulatory lag may be to penalize 
subsequent users. I do not see how this 
effect could be condoned. I question the 
feasibility of applying Mr. Blackstock’s 
remedy at least within our own jurisdic- 
tion and under our statutes.” 


Ld 


The Vermont Practice 


Bponeemanl Oscar L. Shepard of the 
Vermont Public Service Commission 
feels that the time-lag losses should be ad- 
justed for the benefit of both the utility 
and its consumers—that it is a two-way 
proposition. Chairman Shepard’s letter 
states : 

“T quote a provision in our Vermont law 
which seems to provide this relief in our 
state: 


“If the commission orders that the 
changed rate shall not go into effect un- 
til final determination of the proceed- 
ings, and if, upon final disposition of the 
issues involved in such proceeding, the 
rates as finally determined are in excess 
of the rates in force at the time such 
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changes are filed, then such public serv- 
ice company shall be permitted to amor- 
tize and recover, under the direction of 
the commission, by means of a tem- 
porary increase over and above the 
rates finally determined, such sum as 
shall represent the difference between 
the net operating earnings obtained 
from the rates in force at the time such 
changes are filed and the net operating 
earnings which would have been ob- 
tained under the rates finally determined 
if applied during the period such sus- 
pension order was in effect based upon 
the same volume of business, or such 
portion of the difference as may be just 
and reasonable, in the judgment of the 
commission, in view of economic 
changes which may have occurred since 
the filing.’ 


ce HILE the above appears to take 

care of utility companies in our 
state, we are concerned with the situation 
pertaining to consumers, where it is found 
a utility company has excessive earnings 
over a given period and therefore, should 
be ordered to decrease its rates according- 
ly. In such cases, hearings and final court 
action could easily be prolonged over a 
considerable time and there is no provision 
for a retroactive rebate to the consumer 
over the period involved in such excess 
earnings and the time necessary for final 
determination upon hearings resulting in 
a decreased rate order. 

“My only comment in this matter is that 
if time-lag benefits are to be provided util- 
ity companies, retroactive relief should 
also be available to the consumers over 
the period when excess earnings and rate 
decrease hearings are being conducted. In 
my opinion, refunds should be paid to con- 
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sumers for the excess amounts paid over 
the excess-earning and hearing period un- 
til the decreased rates are ordered into 
effect. 

“State regulatory commissions are the 
agents of the people who patronize the 
utility companies but who rarely appear 
at hearings involving increased or de- 
creased rates. Even though they had the 
time and opportunity of appearing at such 
hearings, their limited knowledge of tech- 
nical and mathematical data and of the 
financial setup of large companies would 
ordinarily make it impossible for them to 
have more than a listener’s role in the pro- 
ceedings. Due to the mass of expert testi- 
mony usually presented in large rate cases 
and lengthy court proceedings, such hear- 
ings involve long delays before issues are 
finally determined.” 


> 


The Georgia Chairman Speaks 


HAIRMAN Matt L. McWhorter of the 
Georgia Public Service Commission 
thinks the problem is essentially a matter 
for legislative solution, rather than regu- 
latory discretion. Chairman McWhorter’s 
statement follows: 

“The Alberta Plan as described in the 
Blackstock article may be somewhat of a 
solution to the problem and there are un- 
doubtedly other means by which the com- 
mission might meet the issue. However, it 
seems that this particular problem of the 
loss to a public utility company during the 
period of a rate proceeding is one which 
should be taken care of by legislation 
rather than by commission action. The op- 
eration of the Alberta Plan as discussed 
would not cause serious inequities in the 
illustration given therein. However, if a 
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succession of very substantial rate in- 
creases were involved and there were sub- 
stantial delays in the decisions rendered, 
the charge off of the loss to future cus- 
tomers would seem to be inequitable. In 
the first place there would be some con- 
sumers who would benefit in the first pe- 
riod without making up the loss later, and 
there would also be new customers who 
would pay for something they had not re- 
ceived. In the second place the adding of 
an additional cost above the higher rate 
level for a past transitional loss would 
make the cost of service to the customer 
more than the cost of providing service to 
him for the period in question. Further- 
more, it is not clear that the majority of 
regulatory commissions would have the 
statutory authority to cover a past loss of 
adequate revenues in future rates for 
service. 


wi HE real and proper solution to this 

question would be legislation which 
would permit a utility to collect higher 
rates on thirty days’ notice, such charges 
being subject to refund to the utility con- 
sumers, plus 6 per cent interest to the ex- 
tent that the commission should later find 
the rates to be excessive or above the level 
required to provide a reasonable rate of 
return. This would permit a company to 
collect the rates it thought necessary with- 
in thirty days after the filing thereof with 
protection to the public in the refund to 
the extent that the rates are found to be 
excessive. 

“The plan, however, should work both 
ways. If acommission should consider that 
the rates of a utility were subject to reduc- 
tion due to excessive earnings, the citation 
of the commission to show cause why rates 
should not be reduced should put the rates 
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then being collected under bond, beginning 
thirty days after such a citation so that 
should the commission later find the rates 
were excessive, the amount of the reduc- 
tion could then be made back to the date 
when such first appeared to be a fact. I 
might add that utilities are prone to dis- 
cuss the regulatory lag during a period of 
increased costs and rates. We should re- 
member, however, that there was also a 
considerable regulatory lag during former 
periods when rates were being reduced 
and, of course, at those times the lag 
worked to the benefit of the utility at the 
expense of the customer.” 


» 


The Connecticut Chairman Suggests 
Speedy Action 


ee Eugene S. Loughlin of the 
Connecticut Public Utilities Commis- 
sion discussed the Blackstock article with 
his fellow commissioners and staff mem- 
bers, and arrived at the conclusion that 
prompt handling of rate cases was the best 
solution. 

Chairman Loughlin recalled the at- 
tention given to this question by the Na- 
tional Association of Railroad and Utili- 
ties Commissioners, of which he has been 
a recent president, indicating the impor- 
tance of the issue. Chairman Loughlin’s 
letter states: 

“The problem which Chairman Black- 
stock discusses is undoubtedly a real one 
and is recognized fully by us here in Con- 
necticut. At the outset, I should, however, 
remind you that throughout my adminis- 
tration as president of the National Asso- 
ciation of Railroad and Utilities Commis- 
sioners, and for many years prior to that, 
while I have been a member of the Con- 
necticut commission, I have felt that the 
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solution to this problem, as with many 
others besetting utilities, commissions, and 
companies generally, does not lie with any 
slick formula or trick equalization tech- 
niques designed to offset real or imagined 
losses. Rather, the answer has always ap- 
peared to me to lie in an effective, well- 
staffed, amply financed, regulatory author- 
ity with the intelligence to recognize the 
problem, the sense of responsibility to at- 
tack it, and the skill and facilities effective- 
ly to overcome it. In other words, there 
would be little delay if a regulatory au- 
thority, before which a rate application 
was presented, had the men and facilities 
quickly to analyze and solve the problems 
presented by that particular application. 


— is a matter of no small pride to me, 
and, I dare say, to the general pub- 
lic and utilities in Connecticut, that rate 
cases which have been presented to us for 
decision have never been unduly pro- 
longed. I do not recall a single important 
rate proceeding, the determination of 
which has been delayed because of inabil- 
ity of this commission to handle the prob- 
lem. By the provisions of § 5401 of the 
Connecticut General Statutes, the commis- 
sion may suspend increased rates for no 
more than 120 days from the effective date 
thereof. A waiver of this statutory period 
has been requested by the commission on 
extremely rare occasions and only after 
unusual circumstances beyond the control 
of the commission. 

“Another consideration can be found in 
the apparent ability of Connecticut utili- 
ties to prepare a complete record in a rea- 
sonable period of time, thus avoiding the 
prolonged delay cited by Chairman Black- 
stock as typical of Canadian procedure, 
which delay is apparently occasioned by 
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the time needed by Canadian utilities sub- 
ject to regulation to compile sufficient evi- 
dence and testimony to present their case 
adequately. 


66 Ox the specific recommendation of 

Chairman Blackstock, I cannot see 
that it offers a practical solution to the 
problem. Apart from the fact that it ap- 
pears to violate the provisions of the Con- 
necticut General Statutes under which this 
commission operates, it is contrary to 
recognized legal and economic principles 
as well. It appears neither sound account- 
ing nor economics for a utility to be per- 
mitted to capitalize as part of the rate base, 
and be permitted to earn thereon a fair re- 
turn, a dollar amount consisting of some 
estimation, however accurately it was com- 
piled, of the dollar loss that the utility 
theoretically incurred by virtue of some 
commission delay. There might be some 
justification for arguing for the inclusion 
of such a dollar loss as a surcharge for a 
reasonable period of time on the rates 
charged the consumers, but to capitalize it 
as part of the company’s plant does not ap- 
pear to offer the measure of relief which 
the so-called Alberta Plan attributes to it. 
In the first place, there would be extreme 
difficulty in determining when that period 
began; that is whether from the date the 
suspension expires, from the date the rates 
were to become effective, or from the date 
the theoretical commission delay began. In 
the second place, the very policy of capital- 
izing the losses which would be occasioned 
by such a delay would place a premium on 
the company itself prolonging a rate case 
since it would be permitted to capitalize 
those dollars of which theoretically it lost 
the benefit during the period the case was 
under consideration. The longer the rate 
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case, the bigger the rate base—a considera- 
tion hardly consistent with sound regula- 
tion. 


GC new such a proposal as that advo- 

cated by the Alberta chairman be 
adopted, however, and the difficulties men- 
tioned overcome, common sense and fair- 
ness would dictate at least this much. If 
the delay occasioned by the administra- 
tive process is to be passed on to the con- 
sumer in the form of an inflated rate base 
in periods of rising costs, then, in periods 
of declining costs, the delay in effecting 
rate reductions occasioned by similar ad- 
ministrative machinery should be passed 
on to the consumers by decreasing the rate 
base. Looked at in this light, the proposal 
would probably not be palatable to the 
utilities. 

“Lastly, the proposal would appear to 
be totally unworkable in the field of transit 
utilities which themselves provide a great 
bulk of business for utility commissions 
and are the kind of utility enterprise most 
seriously affected by increases in operat- 
ing expenses.” 

> 


The Missouri Chairman’s Viewpoint 


- passengers Tyre W. Burton of the Mis- 
souri Public Service Commission is 
another regulator who feels that a retro- 
active approach to the regulatory lag prob- 
lem might not only be impractical but for- 
bidden under Missouri law. Stressing that 
time lag is not a “one-way street,” Chair- 
man Burton writes as follows: 

“Here in Missouri we have tried to over- 
come the time-lag problem as much as pos- 
sible and feel that in most cases we have 
made progress, even though we have not 
been able to eliminate it entirely. Some of 
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the ‘time lag’ has been eliminated by virtue 
of the fact that testimony of the appli- 
cant’s witnesses including expert testi- 
mony, together with exhibits have been 
furnished to our staff and interested par- 
ties prior to the commencement of the 
hearing. For the reasons hereinabove 
stated we have not employed the methods 
which I understand Mr. Blackstock has 
employed and recommends. 

“In cases where, in our opinion, a study 
of the information available indicates a 
rate reduction is in order, we have at- 
tempted to accomplish the desired results 
through conferences among our staff, in- 
terested parties, and the company, with 
final approval by the commission. Where 
such a conference fails, we have no al- 
ternative but to go to an all-out rate case 
with its attendant time lag, which in that 
type of a case operates in favor of a util- 
ity and against the consumer. 


€¢ Jw cases where increases in rates are 

sought, we have attempted to elimi- 
nate the time lag through conferences be- 
tween our staff and companies involved, 
later approved by the commission. In cases 
where hearings were held, they were, 
where at all possible, given early settings 
and speedy conclusions. As an example, we 
had a number of small telephone compa- 
nies affected by the minimum wage-hour 
law. We heard as many as five cases a day 
and issued orders authorizing rate in- 
creases to become effective on the same 
day the increase in wages was effective. A 
number of our natural gas companies have 
had increases in the cost of gas purchased 
for resale and we have granted rate in- 
creases to become effective on the same 
day the increase became effective on the 
cost of gas. 
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“We are aware of the fact that we have 
not eliminated all of the time lag attendant 
to rate cases, but we feel that we have ac- 
complished a lot both as it affects the con- 
sumer and the utility.” 


e 
Other Commission Views 


HAIRMAN Lewis M. Robinson of the 

Arkansas Public Service Commission 
fails to see that the Alberta Plan promises 
any real solution for the regulatory lag. 
Chairman Robinson says of the Alberta 
Plan: 

“(1) It is not a new idea. It seems to 
have been taken from the practice of utili- 
ties before regulatory laws were passed. 
Prior to regulation, utilities called the op- 
erating loss sustained the first few years 
of operation a development loss and placed 
it in the rate base. 

“(2) It has no relation to cash expendi- 
tures for plant. 

“(3) It renders the relation fictitious 
between revenues and operating expense 
for the lag period. 

“(4) It can be correctly asserted that 
it results in unjust and unreasonable rates 
because rates must be determined so that 
the legal rate of return may be earned upon 
a fictitious rate base. 

“(5) It is doubtful whether the princi- 
ple could be applied in this state without 
violating the requirements of our regula- 
tory statutes. 

“We have avoided the hardships result- 
ing from regulatory lag in this state by 
passing a law permitting the proposed rates 
to become effective under bond.” 


Pepecmnne Ralph T. Catterall of the 
Virginia Corporation Commission 
points out that that board exercises pure- 
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ly legislative (not quasi) powers in fix- 
ing rates. This means it cannot fix rates 
for past service nor make future customers 
pay for past losses. According to Chair- 
man Catterall, the Virginia commission 
combats regulatory lag as follows: 

“1. The utility, with its application, files 
all its exhibits and a transcript of the oral 
testimony of its witnesses. Copies of this 
material are given to all interested parties, 
and the staff immediately starts checking 
the figures. The opposition is therefore 
ready to cross-examine when the hearing 
begins. 

“2. Much time is saved by refusing to 
hear any evidence of reproduction cost. 

“3. If a second hearing date is needed 
for additional evidence or cross-examina- 
tion of opposition witnesses, the second 
hearing is held promptly. 

“4. In the absence of exceptional cir- 
cumstances, the commission renders its de- 
cision on the Friday following the end 
of the hearings.” 


HAIRMAN H. K. Davison of the New 
Hampshire Public Utilities Commis- 
sion tells of steps now being taken in that 
state to combat the difficulties resulting 
from regulatory lag. Chairman Davison’s 
letter states: 

“While this commission is not yet ready 
to go all the way with the formula evolved 
by the Alberta commission, this commis- 
sion is acutely aware of the time-lag fac- 
tor in rate cases, and admits that there is 
room for improvement in its own proce- 
dure. 

“In view of this admission this commis- 
sion is attempting to remedy the situation 
and we cite the following instances as tend- 
ing to this end: 

“By fairly recent statutory enactment 


the public utility affected may place filed 
rates in effect, under bond, if for any rea- 
son the commission is unable to make its 
determination prior to the expiration of 
six months from the originally proposed 
effective date of said rates. 

“To expedite proceedings this commis- 
sion allows the utility filing the rates to 
present its testimony and exhibits, in writ- 
ten form, prior to the opening of hearings 
so that protestants may have an oppor- 
tunity to study same and to undertake 
cross-examination at the very start of the 
hearing. 

“The commission has further made 
recognition of the time-lag factor by using 
the rate base as of the year end most re- 
cently ascertainable at the start of the pro- 
ceedings. 

“The commission is definitely com- 
mitted to a policy of attempting to settle 
rate cases by the informal conference 
method, opening formal proceedings only 
after the conference method fails of agree- 
ment among the commission, the utility, 
and consumers.” 


HAIRMAN E. W. Anderson of the 
Washington Public Service Commis- 
sion sees some merit and also some diffi- 
culties in the Alberta Plan approach. He 
writes : 
“Mr. Blackstock’s article was certainly 
a very provocative one and brought to the 
forefront of discussion a problem which 
has bothered our commission for a long 
time. I am not sure in my own mind 
whether or not Mr. Blackstock’s formula 
offers the correct solution. We in recent 
years have attempted to minimize the regu- 
latory lag as much as possible by conduct- 
ing prompt hearings and then attempting 
to issue an order as expeditiously as possi- 
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ble. In our most recent case increased rates 
were petitioned for in October of 1953, 
hearings were held in January of 1954, 
and an order was issued in March of 1954. 
In this case, however, the issues were fair- 
ly well agreed upon prior to the hearing, 
and such expedition would no doubt be 
impossible in a full-scale rate investigation 
and hearing. Some relief might be ac- 
corded the utilities if in determining the 
rate of return some allowance be made for 
so-called attrition, but up to date our com- 
mission has not made such an allowance.” 


HAIRMAN Robert A. Allen of the 

Nevada commission thinks the princi- 

ple of the Alberta Plan might work if ap- 

plied to both sides of the rate case. He 
writes : 

“We quite agree with Mr. Blackstock 
that the lag in deciding a case is unfair 
both to the utility company and to the cus- 
tomer. The lag should be cut to a mini- 
mum in every instance where it is human- 
ly possible. 

“T think that his statement con- 
cerning elapsed time becoming an instru- 
ment of oppression on the utility should 
be enlarged and the same thoughts applied 
to the consumer. Both the utility and the 
consumer should be given the same con- 
sideration and should be treated ‘justly’ 
and ‘reasonably’ in both rates and service.” 


HAIRMAN Warren Buchanan of the In- 
diana Public Service Commission 
points out that the regulatory lag has not 
been a serious problem in that state. He 
notes in his letter: 


“Most of the rate cases heard by this 
commission are small companies and the 
rate case is generally decided in thirty to 
sixty days. However, if a rate case is un- 
duly delayed, or the utility needs immedi- 
ate financial relief, the utility may petition 
for temporary rates. Where the utility can 
prove to the commission that temporary 
relief is necessary, the commission has 
granted such rates pending the final de- 
cision of the case.” 


a Fred Lindekugel of the 
South Dakota Public Utilities Com- 
mission gives the following brief explana- 
tion of the practice in that state: 

“The South Dakota commission has 
followed the practice of fixing the valua- 
tion of a utility for rate-making purposes 
to a definite fixed period which cutoff is 
prior to the filing of an application for an 
increase in its rates. Processing of such 
applications under our practice requires a 
substantial period of time. This factor, 
while it has not been specifically detailed 
and reduced to certain figures in our re- 
corded decisions, has been, nevertheless, 
considered in determining the final end re- 
sults.” : 


on R. E. Mittelstaedt, until re- 

cently president of the California 
commission, points out that the practice 
in that state was covered very thoroughly 
in an article by Frank Sullivan, published 
in Pusiic UTILITIES FORTNIGHTLY, un- 
der the title “California Utility Regula- 
tion, Yesterday, Today, and Tomorrow,” 
May 13, 1954, issue. 
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A Utility Program for the 
‘Teacher 








Probably the best and logical place to give the young people of 

America an honest understanding of business operations and what 

makes the wheels of American economy turn is undoubtedly the 

school. But the teachers themselves must have access to full and 

fair information on the subject if they are to do this job. Here is an 

account of an interesting and rewarding program sponsored by a 
California telephone utility. 


By H. W. HOLMWOOD* 
EXECUTIVE VICE PRESIDENT, GENERAL TELEPHONE COMPANY 
OF CALIFORNIA 


VERY summer thousands of business 
kK executives throughout the United 
States leave their offices and go to 
college. For some of them it may be their 
first exposure to the halls of higher learn- 
ing; for others it is a reawakening of 
memories of more carefree days. Each of 
them, however, is just as serious in his 
determination as the younger people who 
so lately trod the floors of those same 
ivied buildings. For to each of these ex- 
ecutive-students the college program 
promises an opportunity to achieve greater 
effectiveness and improved performance 





*For additional personal note, see “Pages with 
the Editors.” 


in meeting the complex problems of his 
business occupation. 

Some of the colleges offer programs of 
interest to executives and management 
people from all lines of business; others 
specialize. At least one university offers a 
program designed especially for public 
utility management people. Whatever the 
character of the course, however, for 
periods of four to six weeks, these busi- 
nessmen do apply themselves as conscien- 
tiously as any student who ever occupied 
the same classrooms. Free from the pres- 
sure of their daily duties, and stimulated 
by the leadership of the men who wrote the 
textbooks, these executives are able to con- 
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template their jobs from a more detached 
point of view. Associating all day and into 
the evening hours with their opposite num- 
bers from other organizations, by com- 
parison and by contrast they discover to- 
gether new approaches to common ob- 
jectives. 


w is a recognition of the vital importance 
of management in our business struc- 
ture and a growing awareness of the in- 
creasing need for statesmanship in man- 
agement which have drawn educators and 
businessmen together in recent years. 
Most of the summer executive programs 
are the result of mutual realization of this 
need, and they are the products of joint 
planning. , 

Committees comprised of faculty mem- 
bers from colleges of commerce and 
schools of business administration on the 
one hand and top-level business execu- 
tives on the other hand have co-operated 
to define the need and to plan the method 
of meeting it. The educator will admit 
that the benefits derived from these ex- 
ecutive programs are mutual. The man 
who is educating our young people for 
business careers is eager to discover what 
business requires of them, what it expects 
of them. By listening to his summer stu- 
dents who come to him from the ranks of 
management, the educator learns the desir- 
able ingredients for his regular course. 
Business benefits doubly, therefore, for 
eventually it receives a better-trained crop 
of recruits among the yearly graduates. 
Recognizing this long-term advantage, as 
well as the immediate benefit to the par- 
ticipants, business organizations and their 
management people have been quick to 
take advantage of the still limited openings 
in such college programs. 
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HAT the business-education relation- 

ship is a two-way street, and that the 
teacher is anxious to learn from the busi- 
nessman, is being demonstrated in a some- 
what different manner by General Tele- 
phone Company of California. Under a 
program which was launched in Santa 
Monica, where the company has its execu- 
tive headquarters, groups of educators are 
attending conferences in which they dis- 
cuss all phases of the telephone business 
with the company’s executives. 

Each conference group consists of eight 
to twelve teachers and the company’s of- 
ficers and department heads. This totals 
about twenty people, which is a convenient 
number for discussion purposes. They sit 
around a conference table in an informal 
manner, with the speaker standing only 
when it is necessary for him to go to an 
easel at one end of the table to explain 
charts or diagrams. The conference covers 
two full days; usually the two days are 
separated by three or four days. This 
separation was chosen by the company de- 
liberately in the hope that during the in- 
terval between the two conference days 
the teachers would have an opportunity 
for reflection and for gathering of com- 
ments and questions. 


} nw members of the group assemble 

at 8.30 in the morning in a confer- 
ence room in the company’s office build- 
ing. There are place cards at the table, 
arranged in such manner that the teachers 
alternate with company people. At each 
teacher’s place on the first morning is a 
large envelope bearing his name. In this 
envelope is a ring binder which contains an 
outline of the material to be presented by 
each of the company men, as well as two 
industry publications : 
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“Telephone Statistics of the World,” 
published by American Telephone and 
Telegraph Company, January 1, 1953, 
and 

“An American Story—The Story of 
the Independent Telephone Industry in 
the United States,” published by United 
States Independent Telephone Associa- 
tion. 


Sheets of blank, ruled paper are inter- 
spersed throughout the binder to permit 
the teachers to make notes as the confer- 
ence progresses. In the envelope the teach- 
ers find also copies of the 1953 annual re- 
ports of General Telephone Corporation 
and General Telephone Company of Cali- 
fornia, and a copy of the latest issue of 
the Circle, the company’s monthly em- 
ployee magazine. 


O* the first day the teachers are wel- 

comed by the president of the com- 
pany who describes the conference and the 
manner in which it is to be conducted. He 
then devotes a half-hour to a discussion of 
the telephone business, the 24-hour nature 
of the operation, and its status as a natural 
monopoly with regulation substituted for 
competition. He explains the composition 
of the telephone industry in the United 
States, giving particular attention to the 
independent branch. He makes special 
reference to the private enterprise charac- 
ter of the telephone business in this coun- 
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try, and the widespread ownership by the 
public of telephone securities. At the con- 
clusion of his portion of the program, the 
president introduces the executive vice 
president, who has a half-hour in which he 
presents the story of General Telephone 
system, its relationship to the California 
company, and finally, a description of the 
operations in that state. A large map of 
the state, showing the areas of the com- 
pany’s operations, is used here. 


S far as is practical throughout the con- 

ference, each speaker introduces the 
man who follows him, and the executive 
vice president presents the director of 
public relations. This member of the staff 
passes up the opportunity to preach the 
usual good-will message, and devotes him- 
self to a description of the company’s man- 
agement organization. Using enlarged 
conventional organization charts on an 
easel, the public relations man demon- 
strates the company’s decentralization of 
authority and responsibility down to a 
typical division manager’s staff. Each 
teacher has reduced copies of the charts 
in his notebook and he is able, therefore, 
throughout the program to observe each 
speaker’s place in the organization. The 
restraint exercised by the director of pub- 
lic relations in withholding his own wares, 
incidentally, is characteristic of the com- 
pany people throughout the program. 
There is no selling of the company, there 


our business structure and a growing awareness of the increas- 


q “Ir is a recognition of the vital importance of management in 


ing need for statesmanship in management which have drawn 
educators and businessmen together in recent years. Most of 
the summer executive programs are the result of mutual realiza- 
tion of this need, and they are the products of joint planning.” 
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is no seeking of sympathy for its prob- 
lems; every effort is made to preserve an 
atmosphere of objectivity. 

The conference at this point has 
progressed for about two hours, so a re- 
cess is taken for ten minutes. Following 
the recess comes a very important feature 
of the conference, a discussion of the com- 
pany’s financing and capitalization by the 
vice president and treasurer. Here a sub- 
stantial amount of time is devoted to a 
distinction between “go” dollars and 
“grow” dollars, and the sources of each. 
This portion of the conference also deals 
in more detail with the regulation of the 
earnings of a public utility. For reasons 
given elsewhere in this article, however, 
there is no discussion of the earnings of 
General, except to the extent that the sub- 
ject may be introduced by the teachers 
themselves during the question-and- 
answer periods. 


HE vice president and treasurer points 
out that the telephone company, un- 
like the restaurant owner or the manu- 
facturer, does not determine when or 
where it will expand. He shows how the 
company’s growth has occurred in re- 
sponse to the increasing demand for tele- 
phone service, and how this has forced a 
constantly increasing capitalization. The 
requirements of state and federal regula- 
tory agencies in connection with financing 
are described here. Finally, the vice presi- 
dent and treasurer describes the company’s 
position as a taxpayer. The facts are per- 
mitted to make their own impression, and 
no effort is made to create any sympathy 
for the utilities. 
Telephone plant is a conspicuous feature 
of the landscape, but few people outside 
the industry have any familiarity with the 
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manner in which that plant comes into be- 
ing. The company’s chief engineer de- 
scribes the principal classifications of tele- 
phone plant, and explains some of the less 
technical economic and engineering con- 
siderations which contribute to decisions 
affecting plant construction. He shows 
why people must wait for telephone serv- 
ice in some of the mushrooming housing 
developments in southern California. The 
chief engineer also explains the intercon- 
nection of plant of the various telephone 
companies and explains that the objective 
of the industry is to provide service of 
uniformly high quality, unaffected by the 
different ownerships. 


OLLOWING lunch the conference mem- 
bers tour a business office and observe 

employees of the commercial department 

at work. Explanations and demonstra- 

tions are presented here by the commercial 

department people themselves, with the 

company’s executives remaining in the 

background. Returning to the conference 

table the group hears a further discussion 

of the telephone company’s business with 

the public presented by the general com- 

mercial manager. The nature and contents 
of the company’s tariffs are explained. The 

number and variety of operations required 

to establish a new service are described. 

Collection practices are reviewed, par- 

ticular attention being devoted to the 
fact that telephone rates contemplate 
prompt payment of bills. The general com- 

mercial manager concludes with a discus- 

sion of the details involved in the prepara- 

tion of the directory. 

At this point the clock has reached about 
3.30 p.m. The following hour is devoted to 
open discussion, after which there is ad- 
journment of the first day’s session. 
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Finding out What the Teachers Think 


“a the business-education relationship 1s a two-way street, and 

that the teacher is anxious to learn from the businessman, ts being 

demonstrated in a somewhat different manner by General Telephone Com- 

pany of California. Under a program which was launched in Santa Monica, 

where the company has its executive headquarters, groups of educators are 

attending conferences in which they discuss all phases of the telephone 
business with the company’s executives.” 








The same group convenes again at 8.30 
A.M. on the second day and the conference 
starts off with a presentation by the gen- 
eral traffic manager, who discusses the 
telephone operator. As a matter of history, 
he points out that the first telephone 
switchboards were operated by boys or 
young men, who turned out to be unsatis- 
factory as operators because they did not 
possess the patience, courtesy, and tact ex- 
hibited by the women who took over their 
jobs in a few years. The traffic manager 
shows that although the company is 98 
per cent dial in its exchange operations, it 
now employs more operators than ever be- 
fore because of the increased long-distance 
calling rate and demands for information 
which must be handled manually. Without 
permitting himself to engage in a recruit- 


ing campaign on the spot, the traffic man- 
ager presents the requirements and char- 
acteristics of the successful telephone 
operator and her place in the company’s 
organization. He points out also the oppor- 
tunities for women to progress in the in- 
dustry from an operator’s position. 

The traffic manager’s part of the pro- 
gram covers from one-half to three-quar- 
ters of an hour after which the teachers, 
accompanied by four or five of the com- 
pany men, are taken on a tour. The first 
stop is the long-distance office where the 
group witnesses operators performing the 
work described earlier by the general traffic 
manager. An interesting feature of this 
office is the training being given to newly 
employed operators at specially con- 
structed simulated switchboard positions 
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which are energized for the purpose of 
handling typical calls. 


7. next point visited on this tour is 
the dial central office, where each 
phase of the step-by-step equipment is ex- 
plained to the teachers in language as non- 
technical as possible. From the central of- 
fice the group is taken to the company’s 
warehouse and yard, where the teachers 
are conducted through the instrument re- 
pair shop, the PBX shop, and the indoor 
and outdoor storage areas. At each point 
visited two or three teachers are conducted 
by a company representative so that a 
greater opportunity can be afforded for 
observation and questions. This tour gen- 
erally completes the forenoon, and the en- 
tire conference group lunches together 
again. 

The afternoon session commences with 
a discussion of the men and women who 
comprise the General Telephone organiza- 
tion, conducted by the director of indus- 
trial relations. He points out that telephone 
service is strictly a personal service and 
that the company’s men and women are 
trained to, and do, recognize the vital per- 
sonal character of the service provided by 
them. He calls attention to the reputation 
attributed to telephone men and women 
arising out of their response in emergen- 
cies. 

The director of industrial relations 
points out that in the General Company 
the men outnumber the women, which is 
not true in the case of most telephone com- 
panies. He attributes this contrast to the 
fact that the company is almost entirely 
dial in its exchange operations, and that 
its current unusually large construction 
program requires a larger number of male 
employees than is true in the case of most 


JUNE 24, 1954 


other telephone companies. He calls atten- 
tion to the telephone industry’s practice of 
advancement from the ranks and points to 
his company’s management organization 
in this connection. He discusses the com- 
pany’s wage levels and the various benefit 
plans. He concludes by pointing out that 
General Telephone men and women are 
the neighbors of the teachers, civic welfare 
workers, church members, and that their 
children sit in the teachers’ classes. 


N° conference or group gathering of 
this sort would be satisfied without 
some discussion of things to come in tele- 
phone communications, and accordingly 
the operating vice president devotes about 
forty-five minutes to a discussion of tele- 
phone service of the future. He points out 
that although the telephone company does 
not have the competitive prod present in 
other businesses, the industry always has 
been characterized by research, develop- 
ment, and improvement. He describes the 
company’s current program of installation 
of automatic toll ticketing equipment 
which will permit its customers to dial 
throughout the Los Angeles metropolitan 
area. He progresses to nation-wide opera- 
tor toll dialing and from that to the 
eventual establishment of subscriber dial- 
ing across the nation. This is the kind of 
talk which really arouses the teachers’ in- 
terest and there is usually no shortage of 
questions to occupy the balance of the 
afternoon. 

Before the conference reaches its final 
adjournment, the company’s president tells 
the teachers that he would welcome any 
suggestions or criticisms concerning the 
program itself, the company’s operations, 
or anything which the teachers may have 
observed in their tours of the company’s 
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properties. He urges the teachers to come 
in to see him or any of the other executives 
of the company, or to write letters if they 
desire to convey any criticism or sugges- 
tion or if they would like additional in- 
formation concerning the company. 


wo major universities and a large 

number of colleges and other institu- 
tions of higher learning are located in or 
immediately adjacent to the territory of 
General Telephone Company of Cali- 
fornia. In addition, there are a large num- 
ber of junior colleges and other intermedi- 
ate institutions. 

The company directed its program to 
high school teachers initially, however, 
for very definite reasons. High school 
teachers are closer to the home in that 
their students live with their parents, and 
high school teachers, therefore, probably 
are in a position to influence the commu- 
nity to a greater extent than educators at 
other institutions. The company’s organi- 
zation has doubled in the past five years 
and a large number of the present 6,100 
men and women came from local high 
schools. 

The General Telephone Company con- 
ducts a continuing recruiting campaign 
for college and university graduates, but 
because of the nature of its business it al- 
ways will require a large number of young 
people with high school educations. The 
teacher is considered by the company to 
be the natural bridge to the students. 

The company has encountered no lack 
of enthusiasm for its program among 
boards of education. Very frequently, 
however, some board member will ask— 
“Why ? What is the company’s objective?” 
The company has a sincere answer to this. 
It tells the questioner that the company 


does not desire to sell anything to the 
teachers—shares of stock, the company’s 
need for higher rates, or the impression 
that the company is a good place to work. 
“We know that high school teachers, like 
all other people, talk about the telephone 
company. When they talk, we should like 
their conversation to be based on facts 
and firsthand knowledge rather than on 
conjecture and guesswork. At no point 
during the conference shall we stick in our 
thumb, pull out a plum, and say ‘What a 
good boy am I.’ We do hope, of course, 
that the impression which we make upon 
your faculty people will be good.” 
Throughout the conference all members 
of the company staff observe this promise 
and present their statements in a strictly 
objective manner. 


. j ‘HE concluding hour of each day’s ses- 
sion 


is devoted to questions and 
answers and open discussion. Questions 
are invited also by each speaker following 
his presentation, and strict rules of pro- 
cedure are avoided for the purpose of pre- 
serving the highest degree of informality. 
Boards of education employ various 
methods of choosing the teachers who will 
participate in the conferences, and the 
company finds itself with football coaches, 
instructors in home economics, social 
studies, physics, and languages, as well as 
the teacher who specializes in strictly busi- 
ness courses. Both men and women teach- 
ers attend, and the questions are as varied 
as the subjects which the teachers repre- 
sent. 

The teacher who is engaged in student 
counseling displays an interest in the com- 
pany’s wage schedules, working condi- 
tions, employee turnover, and industrial 
relations in general. Another teacher whe 
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turns out to be an investor, and the owner 
of several pieces of business property in 
town, asks if there is any possibility that 
the company might offer its common stock 
to the public. 

After the commercial man completes his 
discussion and display of the volume con- 
taining the company’s tariffs, the social 
studies teacher asks what the tariffs tell 
the company to do when it receives an ap- 
plication for the installation of twelve 
telephones in one drugstore! The business 
administration instructor wants to know 
whether one telephone company can deny 
service to an applicant who skipped out 
owing a telephone bill in the community 
where he resided previously. Invariably 
one of the teachers wants to know how 
telephone companies share the revenue de- 
rived from interchanged toll calls. None of 
the company people mention public rela- 


tions during their presentations, yet the 


subject usually is brought up by one of the 
guests during the discussion period. 


5 me conferences are full of surprises 

for both sides. Company people say 
that the experience is valuable for them, 
for it makes them do some thinking about 
phases of their own jobs which they might 
not otherwise take the time to do. The one 
feature of the program which appears to 
surprise the teachers without exception is 
the fact that the president of the company 
and all of its department heads participate 
throughout the conference, and that they 
do not dodge any questions. The General 
people plan to offer their teachers’ confer- 
ence program throughout the company’s 
territory. If the enthusiasm of the educa- 
tors matches that of the company’s ex- 
ecutives, General Telephone is going to be 
well known on the high school campuses 
and in the homes of southern California. 





c¢ 


rom war I learned one lesson that I recall right this minute. 


And that is this: A long face never solved any difficult prob- 
lem. As you approach these problems you must do so in the con- 
fidence that America is great and is powerful, and that it can do 
anything when we are united among ourselves. You must do so in 
the certainty that you are striving for the positive factors of hap- 
piness and enjoyment in this life, and not in the mere negative idea 
that we are avoiding destruction or disaster this one day. There must 
be an approach that reflects confidence, courage, and the certainty 
that you—and your children—are going to have this great America, 
and live in it, and be as proud of it and its past as we are this day.” 
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—Dwicut D. EIsENHOWER, 


President of the United States. 
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What Are 78,000 Employees 
Willing to Read? 


The test tube, pilot plant pattern was followed in setting 

up this reading rack service. Three broad interests in- 

clude company booklets—and best of all may be the 
take-it-or-leave-it feature. 


By JAMES H. COLLINS* 


UTTING yardsticks on anything as 

mercurial as “employee relations” ap- 

pears to be one of those tricks that 
are clever if you can do it. 

However, in setting up an employee 
booklet rack service lately, Pacific Tele- 
phone management took some interesting 
measurements, indicating that such a serv- 
ice, for its 78,000 people, has definite 
value. On a basis of expense, it is a good 
thing for that particular company. 

The very theory of “employee relations” 
is legendary—and not all executives like 
that name. 


*Professional writer, resident in Hollywood, 
California. 


Once upon a time, runs the legend, in 
the good old simple days before any of us 
were born, the employer worked shoulder 
tq shoulder with his people. Was a father 
to them. Shared their joys and sorrows. 
Knew their families, helped them with 
their problems. 

And his people shared in his success, 
put in extra hours at critical times, under- 
stood that his problems were their prob- 
lems, knew the ins and outs of his tem- 
perament, probably knew how to get 
around him. 

That is the supposition, even if it never 
was, and “employee relations” is the effort 
to recapture some of the old understand- 
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ing in the huge business organizations of 
our day, with employee periodicals, and 
counselors, and fringe arrangements, and 
the like—and this booklet reading rack 
is a new idea, with its own angles. 


emg Motors is credited with the 
discovery that employees like to pick 
up reading matter, placed in racks around 
the plant, and read about matters inter- 
esting to themselves—homemaking, hob- 
bies, health, family finances. 

Also, that they will read booklets about 
our economic system, about our Presi- 
dents, our flag, our democratic freedom, 
compared with various world “isms” to 
which they are constantly being exposed. 

And they will read about the company 
they work for, its operations, policies, and 
problems. 

All on the characteristic American self- 
serve system, take it or leave it alone, 
nothing the company is trying to put over, 
even the texts of the booklets, as a union 
leader says, “No pro or con for any- 
thing, just facts.” 

When a company has a new product, it 
may be passed through three stages—the 
test tube, pilot plant, and full-scale produc- 
tion phases. Failure is often found to be 
due to haste or omission of these succes- 
sive steps, in which the “bugs” should be 
ironed out. 


— the telephone company turned 
its attention to booklet reading, in 
1951, something like the test tube, pilot 
plant, full-scale production development 
was adopted. 

The test tube or teacup stage was a 
small-scale tryout, fourteen weeks from 
October to December, 1951. 

The pilot plant phase ran six months, 
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from July, 1952, to January, 1953, with 
racks covering every point where twenty- 
five or more employees worked, in Cali- 
fornia, Nevada, Oregon, Washington, and 
northerly Idaho. There were about 715 
racks in offices, exchanges, and garages. 

This led to the addition of about 400 
more rack locations in January, 1953, and 
the full-scale service has continued on that 
basis ever since, with a new booklet in all 
racks every Monday morning. 

These tests were undertaken to answer 
some questions. 

Would there be enough readership to 
justify the expense? 

What kind of reading matter would 
interest and have value for telephone 
people? 

Would there be enough interest in com- 
pany affairs to warrant booklets about 
policies and problems, and bring about 
better understanding of the organization? 

Would there be any difference in read- 
ership between departments—would office 
people be more bookish than field workers ? 


b ieee test tube setup was very small— 

only eight racks up and down the 
Pacific coast, with an average number of 
1,390 employees, in four different depart- 
ments. Commercial employees had two 
racks in the record offices of Seattle and 
Oakland; plant’s racks were in two 
garages, Portland and Hollywood; ac- 
counting had one rack in the Fresno 
revenue office; traffic had three racks, in 
the Pasadena and Compton exchanges, 
and long distance in San Mateo, San 
Francisco bay area. 

During the test, 18 booklets were put 
out, dealing with four general subjects— 
home and hobbies, 6; health and safety, 
2; Americanism and economics, 4; and the 














Bell system, 6. The total number of copies 
offered was 19,150. 

Rack-reading supervisors keenly watch 
the “take,” which in that field is equiva- 
lent to sales, or votes. If a booklet deals 
with a popular subject, the “take” may 
exhaust the supply. Booklets are chosen 
by subjects, and an estimate of the poten- 
tial “take” is usually made, and skill in 
selecting is gratifying as an endorsement 
of judgment, and also effects economies 
on left-over reading matter. 


S° the subjects chosen for the trial run, 
and their “take,” are of value to any- 
body conducting a similar experiment. 
The asterisks indicate the number of racks, 
out of eight, on which the supply of book- 
lets was exhausted, and the # sign indi- 
cates those that were on the racks for a 
short time, from one tc four weeks. 


Home and Hobbies 
*# Money-saving Main Dishes—150 
tested recipes to help save food, U. S. 
Department of Agriculture. 


#The Fire Safe Home—Prevention 
and Safety, National Board of Fire 
Underwriters. 

***Better Bowling—Tips on Bowl- 
ing, cartooned. 


****260 Timely Tips on Cooking, 





WHAT ARE 78,000 EMPLOYEES WILLING TO READ? 


Sewing, Cleaning, Homemaking, J. L. 
Hudson Co. 

**Facts You Should Know about 
Schemes—174 Unfair Schemes, Better 
Business Bureau. 

Popular Music U. S. A.—History 
and Encyclopedia, by J. D. Callaghan, 
Detroit Free Press. 


Health and Safety 


**R.I.P.—Fact and Fantasy on Au- 
tomobile and Pedestrian Safety, Trav- 
eler’s Insurance Co. 

*****101 Answers to Your Questions 
about Cancer, American Cancer Society. 


Americanism and Economics 


The Man without a Country, Edward 
Everett Hale’s famous short story, 
condensed by This Week magazine. 

#How High Can Taxes Go? The 
Saturday Evening Post article by Ros- 
well McGill. 

What We Owe Our Country, Read- 
er’s Digest article by General Omar N. 
Bradley. 

#The $20,000 Can Opener—Indi- 
vidual Enterprise Plus Capital Equals 
More Jobs, Work and Unity Group. 


Bell System 


#Facts about Your Company’s Bene- 
fit Plans, standard AT&T booklet. 





relations appears to be one of those tricks that are clever tf you 


q “PuTTING yardsticks on anything as mercurial as ‘employee 


can do it. However, in setting up an employee booklet rack 
service lately, Pacific Telephone management took some in- 
teresting measurements, indicating that such a service, for its 
78,000 people, has definite value. On a basis of expense, it is a 
good thing for that particular company.” 
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*+ The Telephone in America, stand- 
ard AT&T history. 

The Telephone’s First Seventy-five 
Years, AT&T anniversary booklet. 

The Story of Western Electric, de- 
scription of organization and opera- 
tions. 

# The Biggest Machine in the World, 
Western Electric booklet, the part that 
company plays in the Bell system. 

#The Magic of Communication, 
AT&T booklet descriptive of telephone 
service operation. 


HESE booklets had previously been dis- 
tributed to employees, or were used in 
training, which of course affected their 
“take.” , 
A total of 9,595 copies of all booklets 
was taken, almost exactly half of the 19,- 
150 offered. That was figured as 38 per 


cent of “saturation,” which would be one 
copy of each booklet for each employee. 
General Motors had an average of 33 per 
cent, and Western Electric 59 per cent, 
during similar trial runs. 

Employee opinion was checked at the 
end of the experimental run, by means of 
a questionnaire submitted to a random 
sample. It showed 95 per cent approval, 
and 90 per cent recommending continu- 
ance of the service, with only one unfavor- 
able comment. 

Employees answering this quiz said they 
would like more booklets dealing with 
homemaking, hobbies and handicrafts, 
sports, gardening, vacations and travel, 
household finances, insurance planning, 
health and safety, government, and taxa- 
tion. 

Topics for future company booklets 
were approved in this order: How a Tele- 
phone Company Is Run, How Telephone 
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Equipment Works, Bell System Research, 
History of Pacific Telephone and the Bell 
System, How Telephone Equipment Is 
Made, Make-up of Our Company. 


omer was also made to determine 
the best rack locations. “Take” is 
affected by location, as well as the interest 
local management takes in the service, and 
the publicizing of the idea, and of particu- 
lar booklets. For the test tube test, pub- 
licizing was limited to special bulletins 
for the eight locations. For full-scale serv- 
ice, the “take” is stimulated by publicity 
for timely booklets, dealing with vaca- 
tions, seasonable hobbies, income taxes, 
and the like. 

The self-serve feature of this new com- 
munication channel is considered of great 
importance. If employees do not want to 
read, there is no compulsion. And man- 
agement shoulders the problem of select- 
ing material that they will want to read. 

An American woman living in a Rus- 
sian provincial town found an intolerable 
form of torture in the official radio that 
was posted where people had to listen 
willy-nilly. All day long, and far into the 
night, it blared the Stalin-Lenin-Marx 
ideology, glorified life in the classless state, 
painted the horrors of the free world, and 
urged listeners to be watchful for enemies 
of the Soviets—especially among relatives, 
friends, and comrades. 

“Why do you keep it up so many hours 
a day?” she asked a Moscow official. 
“Why not let the people have a rest once 
in a while?” 

“Rest!” he exclaimed, indignantly. 
“There are not enough hours in the day 
for telling them what we want them to 
hear.” 

Rack reading can be tuned out. 
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Classification of Reader Interest 


74 HE selection of booklets is rather a 

formidable task, calling for what 
amounts to editorial judgment as to what peo- 
ple want to read, out of the mass of material 
offered by publishers of rack booklets who have 
entered the business, and from magazines, 
books, material developed for racks by other 
companies, and other sources. Pacific Telephone 
puts out a fresh booklet every Monday morn- 
ing, and the 52 subjects covered in a year are 
grouped in three broad classifications—better 
living, 26; educational and company, 13 each.” 
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HERE seems to be very little “indoc- 

trination” in what a company has to 
tell employees. At the moment, utilities 
have the problem of rate increases, and 
employee understanding of the situation 
—ability to state facts and correct popular 
misconceptions—is desirable. But more 
important, and noncontroversial, is infor- 
mation about the work of a large organ- 
ization, its tools, its historic past, its re- 
search for the future. Such information 
is of real interest and value to employees, 
and when spaced in a balanced reading 
program, it is read. 

Pacific Telephone has definite figures on 
that point. 

During the first full-scale operation of 
the racks, from July, 1952, to July, 1953, 
a total of 56 different booklets were placed 
on the racks. 

The combined “take” was 1,788,105 
copies. 

More than half the subjects related to 


better living, 30 booklets, with a “take” 
of 1,096,446, an average of 36,548 per 
booklet. 

There were 15 educational booklets, 
dealing with economics, government, the 
American way of life—393,064, an aver- 
age of 26,204. 

Company booklets numbered 11,298,- 
595 taken, an average of 27,145. 

Separate figures for four areas—Wash- 
ington-Idaho, Oregon, northern Califor- 
nia, and Nevada and southern California 
—showed no differences. 


om TELEPHONE profited by the ex- 

perience of Western Electric, first Bell 
company to set up booklet racks, in Octo- 
ber, 1950. The idea was immediately popu- 
lar with employees, who took 2,500,000 
booklets the first year. Today these com- 
panies share experience, co-operate in 
selecting subjects, pool orders, and West- 
ern Electric is replacing wooden racks with 
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an all-metal rack designed by the telephone 
company. 

Their employee distribution differs. 
Western Electric has large work forces 
at relatively few locations with some 67 
shipments covering most of its employees. 
Pacific Telephone ships booklets to 1,050 
different points, in lots from 2,600 down 
to a single booklet. 

Full-scale operation provided a reading 
rack for about each seventy-five employees, 
but it was discovered that some field men 
were not near a rack, and special distribu- 
tion was provided. 

Then, retired telephone people wanted 
booklets, and arrangements were made to 
mail them two each month. 


A@ outside circulation soon developed. 

In the lunch hour, employees start a 
discussion over a particular booklet— 
typically, one titled “Rate Yourself,” by 
R. M. Rhodes, giving forms for scoring 
one’s working habits, ability to get along 
with others, to stand criticism. Is Tom 
right in scoring himself “No” on “Do I 
like to hear myself talk?” Jim and Hank 
think he ought to score “I wonder.” That 
booklet is taken home, wives discuss it, 
youngsters take it to school, and presently 
requests come in for copies from school- 
teachers, women’s clubs, other business 
concerns. 

Self-improvement subjects are im- 
mensely popular. “How to Live a Hundred 
Years Happily,” by Dr. John A. Schindler, 
was a “best seller” on the racks and out- 
side—it suggests getting out of one’s self, 
cultivating a sense of humor, having hob- 
bies, looking on the bright side. “Why Not 
Try Listening?” by Gretta Palmer, rec- 
ommended that virtue as a way of influ- 
encing people, also had a good “take.” 
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Outside circulation has also developed 
for booklets on the Presidents of the 
United States, the development of the 
American flag, and especially one titled 
“Know Your Isms,” by Martin Dodge. 
This impartially defines Communism, 
Socialism, Democracy, Anarchy, Fascism, 
Capitalism, and two dozen more subjects 
of controversy, presented without bias. 


Ov popular form of company booklet 
is the printed address by an execu- 
tive, speaking at a luncheon meeting or a 
convention, on the way he does his work, 
the problems he runs into, maybe the way 
he would like things if he could arrange 
them himself. That is, if his talk is good. 
It is generally man-to-man, may have 
humor, is the way in which he is most 
likely to explain his job, and the company, 
rather than by writing a paper. He is talk- 
ing for the company to outsiders, and the 
talk, in a booklet, lets employees listen in. 
They have liked such Pacific Telephone 
booklets—when they are good. 

Company booklets have always been is- 
sued, long before rack service, usually 
distributed, on the basis of a copy for each 
employee, by supervisors. Employee ac- 
ceptance is a debatable factor, not all of 
the booklets being read, or even accepted. 
On the racks, the editions are less than 
100 per cent, which is an economy, and it 
is a safe assumption that booklets taken 
will be read. 

The selection of booklets is rather a 
formidable task, calling for what amounts 
to editorial judgment as to what people 
want to read, out of the mass of material 
offered by publishers of rack booklets who 
have entered the business, and from maga- 
zines, books, material developed for racks 
by other companies, and other sources. 
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me TELEPHONE puts out a fresh 
booklet every Monday morning, and 
the 52 subjects covered in a year are 
grouped in three broad classifications— 
better living, 26; educational and com- 
pany, 13 each. 

Better living booklets are about ideas 
and things that help people live more 
happily—thrift, health, safety, home inter- 
ests, hobbies. The yardstick questions used 
in gauging acceptable material are: (1) 
Does it have a high quotient of self-inter- 
est? (2) Is it broad in its prospective 
employee interest? 

Educational booklets are about our eco- 
nomic, social, and political environment, 
and the effects of this environment upon 
the individual. Yardstick questions: (1) 
Does it come from a responsible source? 
(2) Is it high in idea content? (3) Could 
it be construed as an impingement upon 
the rights of the employee as an indi- 
vidual? (4) Is it in accord with the tra- 
ditional American freedom of the indi- 
vidual? 

Company booklets are about telephone 
people, their company, the telephone busi- 
ness. Yardsticks: (1) Is it broad in its 
prospective employee interest? (2) Does 
it say something that should cause em- 
ployees to better understand the company 
and like it more? 

There is also the angle of the family, 
for booklets are taken home, having 


q 
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“THERE seems to be very little ‘indoctrination’ in what a com- 
pany has to tell employees. At the moment, utilities have the 
problem of rate increases, and employee understanding of the 


family interest. The yardsticks used in 
making selections give a breadth of read- 
ing interest that secures a family and an 
outside audience. 

A state employment service asked for 
copies of “How to Live a Hundred Years 
Happily,” stating that it bore directly 
upon a problem of absenteeism. And a doc- 
tor asked for copies, saying it would be 
better than medicine for some of his 
patients. 


HE American way of life, free enter- 
prise and opportunity, American lead- 
ership in the use of power and machinery, 
American productivity, our Presidents, our 
flag—there is a constant demand for read- 
ing on this broad subject, from youth 
organizations, veterans’ posts, women’s 
clubs, the schools, and other groups. 
Business concerns find themselves tak- 
ing in each other’s washing, with their 
reading racks. They exchange booklets 
with a good “take.” A booklet put out 
somewhere for a limited audience may 
get wide circulation. The San Francisco 
Stock Exchange issued one about stocks 
and bonds. Pacific Telephone placed it on 
the racks, and the exchange received re- 
quests for copies from rack services over 
the country. 
What does rack reading do for public 
relations? Pacific Telephone executives 
feel that, although not measurable, it is 


situation—ability to state facts and correct popular miscon- 
ceptions—is desirable. But more important, and noncon- 
troversial, is information about the work of a large organiza- 
tion, its tools, its historic past, its research for the future.” 
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definite, and worth while. Comments are 
heard, and letters come in, from outsiders. 
Employees acquire a wider understanding 
of the company, and are able to speak up to 
correct misunderstandings, being better in- 
formed. Employees talk about the rack 
service, and about specific booklets as well, 
indicating readership. In fact, it is soon 
discovered with rack reading that the pub- 
lic is interested. The service cannot be 
limited to employees, nor does the com- 
pany try to limit it. 


[Is a new booklet every week too many? 
Could the job be done with one every 
two weeks—or even once a month? 

After more than two years’ experience, 
Pacific Telephone executives are satisfied 
that for their company, the weekly booklet 
is about right. 

At the start they were guided by Gen- 
eral Motors’ schedule of two new booklets 
every seven days, and Western Electric’s 
one a week. 


The company has 78,000 employees in 
five different states, about 64 per cent 
women. About 31 per cent of both sexes 
are under twenty-five years of age, a time 
of life when young people are acquiring 
information and skills, through reading as 
well as occupational training. 


HERE is plenty of room for variety 

in the three broad fields of interest 
covered, and this company considers 
the Monday morning booklet a settled 
schedule. 

“We don’t believe one a month would 
buy anything,” says booklet rack manage- 
ment. “And we doubt if two booklets a 
month would be much better.” 

As to costs, such a service compares 
well, in dollars, with an employee maga- 
zine. It does an entirely different kind of 
employee-company contact job. The char- 
acter of the material is entirely different, 
and the take-it-or-leave-it basis may be the 
best feature. 





How to Keep Transit Going 


‘ _— of taxes, costs, and delays in being granted adequate 
fares, many bus lines throughout the country are in desperate 


financial straits. They neither can afford themselves nor can they at- 
tract adequate capital to finance replacement of worn and obsolescent 
equipment. ...A fact that many transit executives have been trying 
unsuccessfully for too long to make public officials understand is 
that no enterprise can endure at a deficit and, especially, no public 
utility can continue to offer service at a loss to its investors. ...In 
my belief, one of the urgent needs for 1954 is a careful study by 
municipal governments, public service commissioners, and transit 
officials of an equitable formula for sound public service on a basis 
of reasonable profit. Only in this way can urban bus transportation 
survive under private ownership.” 
—E. D. BRANSOME, 
President, Mack Trucks, Inc. 
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Washington and 


the Utilities 


More Funds for REA 


| pore the REA standpoint, a majority 
of the Senate has been almost too kind 
in passage of the Agricultural Appropria- 
tion Bill for the fiscal year 1955. By a 
narrow vote of 42 to 40, the Senate ap- 
proved an amendment by Senator Douglas 
(Democrat, Illinois) which would boost 
REA lending authority from $100,000,- 
000, as provided by the House for electric 
loans, to $135,000,000. This is in addition 
to $75,000,000 for new telephone loan au- 
thority. In vain did the regular Republi- 
cans point out that REA would have 
$185,000,000—including carry-over funds 
for electric loans, and that neither REA 
nor President Eisenhower’s budget asked 
for as much money as the Senators in- 
sisted on giving. 

Because of the close vote in the Senate, 
however, and the wide margin of approval 
of the lesser amount in the House, feeling 
among Washington observers was that the 
conference committee will probably go 
down, rather than up, on any attempt to 
“split the difference,” which is the way 
such conflict between the two chambers is 
generally settled on appropriation bills. 
But even if the larger figure is wiped out, 




















the Democrats feel they have made some 
more political medicine to use in the farm 
areas next November. Six Republicans 
joined thirty-five Democrats and Senator 
Wayne Morse, Oregon Independent, in 
voting to approve the increase. Three 
Democrats voted with the Republicans 
against the increase. 

Republican Leader Knowland opposed 
the move to increase REA loan funds. 
Knowland said the $100,000,000 author- 
ization in the bill as approved by the Ap- 
propriations Committee would give REA 
a total of at least $185,000,000, with some 
$160,000,000 in pending applications. 
Chairman Ferguson of the GOP Policy 
Committee and Chairman Bridges had 
joined Knowland in urging defeat of the 
Douglas proposal. 


ne on the REA issue included 
charges by Douglas that REA offi- 
cials have been guilty of “tacit sabotage” 
against REA co-operatives. Douglas said 
REA Administrator Ancher Nelsen has 
shown himself as “unfriendly” to farm 
co-operatives seeking REA loans. But 
Chairman Aiken of the Agriculture Com- 
mittee charged the Democrats with trying 
to use the REA co-ops “as a political 
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front” and attempting to make it appear 
that the GOP opposes the REA program. 

Douglas claimed that REA lending au- 
thority has gone down each year since the 
Republicans took over. Though electricity 
has now been carried to most farms, the 
bigger REA loans are needed to meet in- 
creasing power demands and to give REA 
co-operatives a “bargaining weapon” to 
get lower rates from power companies, 
Douglas said. 

By coincidence or otherwise, Douglas’ 
amendment increasing the REA “kitty” 
by $35,000,000 almost matched the 
amount which REA announced it had 
drawn out of its “contingency fund.” This 
was a total of $38,000,000, which REA 
said it had taken out of the contingency 
fund on the day after the Senate passed 
the Agricultural Appropriation Bill with 
the Douglas amendment. This was the first 
time since 1950 that REA has dipped into 
contingency loan money. This special 
fund, which totaled $45,000,000 for this 
fiscal year, is provided by Congress to meet 
emergency needs over and above regular- 
ly appropriated lending authority. The 
REA amendment about dipping into the 
fund takes some of the edge off of Doug- 
las’ criticism that REA has not been as 
diligent in spreading the money out to the 
farmers as it used to be under the Demo- 
cratic régime. 


et an REA report on future 
power needs of rural electric co-ops in- 
dicates that REA’s electric program may 
continue in operation for some time. Al- 
though over 90 per cent of the farms in 
the United States have been electrified, 
power requirements of electric systems fi- 
nanced by REA are expected to double by 
1963 and more than triple by 1975. In 
1953, the REA borrowers’ systems had an 
input of 14 billion kilowatt-hours. In 1963, 
this is expected to reach 27.5 billion kilo- 
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watt-hours and in 1975, 45 billion kilo- 
watt-hours. 

The estimates are part of a study insti- 
tuted by REA Administrator Nelsen of 
future power needs and resources, in or- 
der that plans can be made for meeting the 
farm electric load growth. Nelsen said his 
agency is looking into the future to get 
facts which will be needed in studying such 
possibilities as interconnections of existing 
power sources, new generation facilities, 
and the use of atomic energy for power 
production. In the past, the power needs 
of REA-financed electric systems have 
doubled about every four years. This rapid 
growth was due largely to new consumers. 


© 
Cabinet Level Water Policy 


. ieasaeniage of Interior McKay has been 
named by President Eisenhower to 
head up a committee of three Cabinet 
members to formulate a national water 
policy. The announcement was made in 
the President’s address to the annual meet- 
ing of the National Rivers and Harbors 
Congress in Washington, D. C., last 
month. The Cabinet committee, to consist 
of the Secretaries of Agriculture, Defense, 
and Interior, will be assisted by a recon- 
stituted Federal Inter-Agency River Basin 
Committee to co-ordinate federal activities 
in water resources work. The Inter- 
Agency group will have representatives of 
the Departments of Agriculture, Com- 
merce, and Interior, the FPC, the Army 
Engineers, and U. S. Public Health Serv- 
ice. 

The new approach to a water policy is 
designed to co-ordinate federal activities, 
and treat as a unit all the uses of water for 
electric power, irrigation, navigation, and 
related developmental work. The Cabinet 
committee will co-operate with the Rivers 
and Harbors Congress and with the pres- 
ent Hoover Commission on the Organiza- 
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tion of the Executive Branch of the Gov- 
ernment. The President’s action was seen 
as a determined effort to end once and for 
all the continuous confusion, conflicts, and 
disputes among such agencies as the In- 
terior Department, Army Engineers, and 
Agriculture Department. Such conflicts 
have been the subject of reports and 
studies for many years by study commis- 
sions and committees named by Presidents 
Roosevelt and Truman. Continuing dis- 
sension among the federal agencies has 
confused Congress. 


> 


Public Works Bill 


| now appropriation bill in which the 
Senate increased the House allowance 
was the Army Civil Functions Appropria- 
tion Bill, which passed the Senate with a 
total of $448,095,500. It went to confer- 
ence over a difference with the House ver- 
sion of the bill, which carried an appro- 
priation amounting to only $430,983,700. 
During its debate in the Senate an amend- 
ment by Senator Magnuson (Democrat, 
Washington) to earmark $3,500,000 for 
a public power dam on the Columbia river 
was defeated, with only Magnuson voting 
for it. A little less than three-fourths of 
the funds were for construction, the bal- 
ance for operation, maintenance, and gen- 
eral investigation. 

“Controversies which loomed so large 
in recent years have been largely elimi- 
nated or are well on their way toward 
amicable settlement,” the Corps of Engi- 
neers told the Senate Appropriations Com- 
mittee. Particular reference was made to 
the water resources program. The Senate 
committee’s report noted that an agree- 
ment had been reached among the Army 
Engineers, FPC, and the Interior Depart- 
ment on principles and procedures relating 
to cost allocation. 

The committee said that there “is still 


much to be accomplished in the field of 
uniform methods and procedures, particu- 
larly in the field of the computation of 
benefits and costs.” An analysis of the 
present construction program indicated, so 
the committee said, that within the next 
few years it will be necessary to provide 
for a number of new starts. Funds recom- 
mended by the Senate committee include 
$3,288,000 for design of 25 new projects. 
The committee said it found “an inade- 
quate backlog of projects that have been 
planned to a point where construction 
should proceed.” 


¥ 


Mine Workers Hit TVA 
Coal Buying 


| geen L. Lewis’ United Mine Workers 
was the somewhat surprising source 
of criticism of TVA. The union’s publica- 
tion, the Journal, charged that TVA’s 
coal-purchasing policies “are wrecking the 
legitimate coal industry in the TVA area.” 
The article sharply criticized former TVA 
Chairman Clapp for initiating the prac- 
tice in recent years of TVA purchase of 
nonunion coal. The article viewed with 
alarm the changing nature of TVA from 
a hydroelectric system to a power network 
with coal as its primary fuel. 

“What began as a flood-control and 
navigation project, with power derived 
from falling water as a by-product, has 
now converted itself into one of the 
world’s biggest steam-power operations,” 
the article stated. Noting that fuel needs 
of TVA for steam plants have made it the 
largest buyer of steam coal in the United 
States, the article complained that the pur- 
chase of nonunion coal is disturbing coal 
prices elsewhere, as well as the TVA area. 
Moreover, the nonunion mines do not com- 
ply with safety laws, pay workmen’s com- 
pensation, or comply with standard wage- 
hour scales, according to the article. 
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Indiana Strike Discharges 
Upheld 


_ of arbitration has unanimous- 
ly upheld the action of the Indiana 
Bell Telephone Company in discharging 
twenty employees for acts of misconduct 
during the 1953 strike. The company dis- 
missed the twenty employees in the early 
part of September last year and, as part 
of the strike settlement, both the company 
and the union (Communications Workers 
of America, CIO) agreed to submit the 
propriety of the discharges to arbitration 
which would be “final, binding, and con- 
clusive.” 

The board was comprised of three pro- 
fessional arbitrators named by the Na- 
tional Labor Relations Board and agreed 
upon by the disputants. At hearings held 
in Indianapolis at various dates between 
November, 1953, and March, 1954, the 
board made a thorough and detailed ex- 
amination of the evidence relating to each 
of the former employees. The parties pre- 
sented the testimony of more than 170 
witnesses and offered 99 exhibits. 

The Indiana Bell strike was marked by 
much violence and destruction of property. 
During the two months the strike lasted 
more than 150 telephone cables were 
slashed and three of the company’s ex- 
changes had to be closed because of 
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violence or the threat of violence. Persons 
alleged to be strikers employed hit-and- 
run tactics in damaging cables, while 
others openly stoned exchanges. State 
police were ordered into the strike and the 
National Guard alerted after one exchange 
had to be closed for the second time be- 
cause of mob violence. 

In a 9-page opinion submitted to both 
parties on June 2nd, the arbitrators said 
in part: 


The board is cognizant of the gravity 
of the penalty and that discharge is 
properly reserved only for the most 
serious offenses. The board is mindful 
of the right of every citizen to be free 
from physical assault, coercion, 9r 
duress as to personal freedom, and the 
wanton destruction of his property. 
Violence to compel adherence to a 
cause, whether it be of a political, re- 
ligious, or ideological nature, is alien to 
our American system. 

The right to strike for lawful pur- 
poses is recognized, but that right is re- 
stricted by the corresponding duty to 
respect those rights which are guar- 
anteed to every citizen. The existence 
of a strike, no matter how just the cause, 
does not serve to abrogate the basic 
rights of individuals to be free from 
bodily harm, restraint of their persons, 
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threats inducing fear, and damage to 
their property. 

The board subscribes fully to the 
proposition that no employee may be 
discharged discriminatorily for par- 
ticipating in legitimate union activities. 
The board, however, must hold that the 
mere existence of a strike does not sanc- 
tion the commission of unlawful acts. 


N the basis of the evidence, the board 
found that the discharges were not 
“without reasonable cause.” Although 
some of the discharged employees are 
leaders of the union with long records of 
service with the company, the board’s 
opinion stated that the nature of the of- 
fenses committed and the overwhelming 
weight of the evidence “permit this board 
no alternative except to uphold unanimous- 
ly the discharge action taken by the com- 
pany.” 

The opinion was signed by arbitra- 
tors Patrick J. Fisher of Indianapolis, 
Aaron Horvitz of New York, and Peter 
M. Kelliher of Chicago. 


. 
Senate Group Liberalizes Tax 


Bill 

HE Senate Finance Committee has 

liberalized to some extent various 
provisions in the administration’s omnibus 
tax reform bill passed by the House a few 
months ago. Representatives of business, 
including officials of the American Tele- 
phone and Telegraph Company, had ex- 
pressed some concern over depreciation 
and other provisions in the bill as it passed 
the House. Bell system officials objected 
particularly to the retention of the 2 per 
cent penalty on consolidated tax returns 
filed by public utilities. 

The Senate committee finally agreed to 
eliminate the 2 per cent penalty tax. The 
vote was a reversal of a previous tentative 
committee decision. Chairman Millikin 


(Republican, Colorado) said the group 
decided the penalty was passed on to cus- 
tomers in the form of higher rates. The 
committee also modified a House provision 
stating that an employee does not have to 
pay tax on accident or health insurance 
benefits financed by the employer. The 
committee voted to make this exclusion 
apply only to the amounts received by an 
employee as reimbursement for medical 
expenses, not as compensation for loss of 
wages. 

Faster tax write-offs of business out- 
lays for plant modernization and expan- 
sion were approved by the Senate com- 
mittee with further liberalizations. The 
committee voted to apply the fast-tax 
write-off to the entire cost of any con- 
struction completed and first put into use 
after last December 31st. The House 
would have disallowed any costs incurred 
before December 31st. The committee also 
added language to give companies greater 
leeway in choosing methods of deprecia- 
tion accounting and in changing from one 
method to another. The AT&T’s comp- 
troller, Alexander Stott, had protested the 
inflexible language on this subject con- 
tained in the bill as it passed the House. 
The Senate committee’s version would 
permit proprietors, partnerships, and cor- 
porations to deduct from taxes as much 
as two-thirds of the cost of capital assets 
in the first half of the useful life of the 
property. Under present law, these allow- 
ances must be spread in equal annual 
amounts over the entire period of deprecia- 
tion. 


N its decision on business losses, the 
committee stipulated that companies 
need not make adjustments for dividends 
received from affiliated corporations in de- 
termining earnings and losses. Under 
present law, net operating losses incurred 
in one year may be applied against earn- 
ings in the previous year or over the five 
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him as chairman of the commission. 


succeeding years. Under the new bill, the 
one-year “carry-back”’—available by filing 
an amended tax return, would be increased 
to two years. 

The committee rejected a series of 
House-approved restrictions on financial 
operations of tax-free pension, profit- 
sharing, and stock bonus trusts. The com- 
mittee’s version of the entire tax measure, 
of course, is still subject to approval by the 
Senate. Differences between the House 
and Senate bills must then be worked out 


in conference. 
ye 


Doerfer Renamed to FCC 


| poreardg Eisenhower has nominated 
John C. Doerfer, formerly chairman 
of the Wisconsin Public Service Commis- 
sion, for a 7-year term on the Federal 
Communications Commission, thus end- 
ing earlier speculation that Doerfer might 
move over to the Federal Power Commis- 
sion on July Ist. Doerfer has been a mem- 
ber of the FCC since April 15, 1953, when 
he was appointed to complete the term of 
Eugene H. Merrill, which expires June 
30th. 

The reappointment of Doerfer as a 
commissioner, instead of FCC chairman, 
still left up in the air the question of who 
will head the 7-member commission. The 
FCC chairmanship has been vacant since 
April 18th, when Rosel H. Hyde’s one- 
year presidential appointment as FCC 
head expired. Hyde was named acting 
chairman by the FCC pending presidential 
action in naming a chairman. His term 
does not expire until 1959. 

There has been some discussion that 
another member may resign to return 
to private practice. If such is the case, 
President Eisenhower would have an- 
other opportunity to name one more mem- 
ber to the commission, as well as the chair- 
man. The President could be awaiting 
Doerfer’s confirmation before designating 
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New Phone Co-op Group 
Formed 


| erm are under way to set up a na- 
tional organization of REA telephone 
co-operative borrowers comparable to the 
National Rural Electric Co-operative As- 
sociation. Representatives of telephone 
co-ops met in Washington early this 
month with NRECA’s telephone commit- 
tee which plans to help the new group get 
started. NRECA officials apparently feel 
that a separate organization for phone co- 
ops would be a more desirable setup than 
including both electric and phone borrow- 
ers in one organization. 

Success of the new organization will, 
of course, depend on the support it re- 
ceives from the nearly 150 telephone co- 
ops in the country. This is still a matter of 
speculation. Nevertheless, the Washing- 
ton meeting reached a definite decision to 
incorporate and proceeded to set up the 
machinery for a nation-wide group to be 
known as the National Telephone Co-op- 
eratives Association. Bylaws were ap- 
proved and a schedule of dues established. 
In addition, the co-op representatives 
elected officers, including E. R. Britt of the 
Pineland Telephone Co-operative, Swains- 
boro, Georgia, president; Glen Bergland, 
of the Winnebago Co-operative Tele- 
phone Association, Thompson, Iowa, vice 
president ; and Carol Claggett of the Mark 
Twain Rural Telephone Company, Bethel, 
Missouri, secretary-treasurer. 

The representatives at the Washington 
meeting tentatively agreed to limit the 
new organization to co-operatives only. 
Whether mutual telephone companies will 
also be included is not clear. In any case, 
commercial telephone companies borrow- 
ing funds from REA would not be eligible 
for membership. 
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Financial News 
and Comment 


By OWEN ELY 


Nuclear Power and Utility 
Securities 


nN address on the above topic was given 
by Eldred H. Scott, controller of 
The Detroit Edison Company, at the 
seventh annual convention of the National 
Federation of Financial Analysts So- 
cieties in Chicago May 17th. He pointed 
out that the privately owned electric utility 
industry has been one of the strongest 
unsubsidized growth industries. This 
strength has been due largely to the char- 
acteristic of doubling its business every 
decade, combined with continuous tech- 
nological improvement. (See table on page 
822.) In 1929 the industry celebrated 
its Golden Anniversary of Edison’s in- 
vention of the incandescent lamp and now 
it is celebrating the Diamond Jubilee. 
Despite this technological development, 
the very rapid growth of the industry has 
required the use of both old and new 
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equipment, thus giving the investor as- 
surance that his investment would not be 
wiped out overnight by obsolescence. The 
industry has never been faced with huge 
write-offs because of obsolescence; one 
large utility in a recent study found that 
over the past decade only 2.5 per cent of 
its plant had been retired for this reason. 
Some companies still retain for stand-by 
purposes small generating units which are 
thirty or forty years old. 


om investors have been disturbed from 
time to time over fears of new elec- 
tronic or nuclear developments which 
would cause rapid obsolescence of utility 
facilities. But they have been reassured by 
utility officials and analysts, who pointed 
out that nuclear power merely provides a 
new form of fuel replacing the boiler por- 
tion of a steam-generating station. Thus, 
even if nuclear power can generate elec- 
tricity at less cost than the conventional 
fuels, the effect on utility securities should 
be constructive. The boiler plant equip- 
ment amounts to only about 8 per cent of 
total assets and the cost of fuel to run this 
boiler amounts to only 14 per cent of total 
annual revenues. Disregarding the higher 
fixed charges which seem sure to result 
from heavy plant costs for nuclear power, 
the maximum area of cost reduction would 
be 14 per cent of revenues, and this effect 
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would be felt mainly in the output of in- 
dustrial power. With respect to domestic 
and small commercial customers, costs are 
allocated largely to transmission, distribu- 
tion, and customer service expense. 

Mr. Scott remarks, “consideration of 
past or ‘sunk’ costs gives the investor 
added assurance that nuclear power will 
never be able to actually replace the con- 
ventional plant except as the existing plant 
wears out, or maintenance and operating 
costs become prohibitive due to the age of 
the equipment. A changeover would only 
be feasible if the nonfixed or variable costs 
of the conventional fuel plant exceeded the 
total costs of the nuclear plant.” Thus, as- 
suming a total generating cost of 7 mills 
per kilowatt-hour (4 mills for fuel, labor, 
etc., and 3 mills for fixed charges) it would 
only be profitable to convert to nuclear 
power when the total cost of the new meth- 
od is less than 4 mills—since the 3-mill 
portion already has been incurred and can 
thus be disregarded. 


= safeguard would be the atti- 
tude of the regulatory commissions. 
NARUC (National Association of Rail- 
road and Utilities Commissioners) has 
formed a committee to study nuclear 
power. The state commission of Michigan 
has issued an order directing all research 
and nuclear power by electric utilities to be 
charged to operating expenses, and this 
constructive step is likely to be followed by 
other commissions. Moreover, there are 
regulatory precedents for fundamental 


changes, such as the gas industry’s change- 
over to natural gas and the telephone in- 
dustry’s gradual conversion to automatic 
dialing. Any necessary write-offs for these 
purposes have not affected investors ad- 
versely, since the loss or abandonment is 
usually amortized over a period of years 
as a legitimate deduction “above the line.” 
This principle has been upheld by the U. S. 
Supreme Court. 

Electricity is already extremely cheap, 
Mr. Scott points out. Even if it were given 
to the residential customer free of charge, 
he would still have a two-part problem of 
utilization. The average domestic customer 
uses about 60 per cent of his electricity for 
lighting and motor appliances, the other 
40 per cent being converted into heat—the 
latter being competitive with gas and oil. 
In the all-electric home of tomorrow, how- 
ever, the proportion reconverted to heat 
energy would rise to 82 per cent of the 
total. If an atomic reactor could be reduced 
in size and used safely in the average 
household, it would produce heat only— 
not electricity. Hence electricity would still 
be needed for 60 per cent of present-day 
requirements ; and in the all-electric home 
the customer would have to buy electricity 
amounting to almost twice the present total 
consumption. In industry only 14 per cent 
is used for heating so that the same prin- 
ciple applies. 


a problem is the wiring and ap- 
pliance bottleneck problem. Very few 
homes today are adequately wired to use 
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large volumes of electricity, and it is esti- 
mated that it costs about $450 to adequate- 
ly wire the average old home; the annual 
fixed charges on this amount at 15 per cent 
are $62, or just about the amount of the 
average domestic bill for electricity, Mr. 
Scott pointed out. He estimated that the 
average householder, if he installed all 
available appliances (except for electric 
house heating) would have an investment 
of about $3,700 or three times the present 
average amount; the annual fixed charge 
at 15 per cent would be $555. Thus with 
these heavy charges on his utilization 
equipment, cheap nuclear power would not 
necessarily revolutionize the use of elec- 
tricity in the home—the cost of power 
would be less important in the budget than 
the cost of “carrying” the numerous ap- 
pliances. 


HE use of atomic power would intro- 

duce new factors in the utility busi- 
ness. There would be the possibility of 
nonutility profits from the sale of impor- 
tant by-products of the reactor—isotopes, 
radioactive material for use in sterilizing 
foods and testing products, etc. This would 
be similar to the sale of substantial by- 
products by manufactured gas utilities 
such as Portland Gas & Coke. This in turn 
raises questions of regulation. W. L. 
Davidson, director of the Office of Indus- 
trial Development in the AEC, ina talk be- 
fore the NARUC convention last Septem- 
ber, made the suggestion that the produc- 
tion of electricity from atomic energy 
(but not the retail distribution) could per- 
haps best be developed as a private but 
nonutility enterprise. He stated: 


I use the nonutility term here in a 
generic sense, rather than intending to 
specifically exclude utilities from par- 
ticipation. But since there is admittedly 
a substantial risk involved here, there 
must perforce be a greater opportunity 
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for reward. If utilities are to partici- 
pate, either the regulatory bodies will 
have to adopt less rigid boundaries as 
to what constitutes valid risk and return 
for utility activities or else a large num- 
ber of utilities might combine their ef- 
fort with the prorated costs not consid- 
ered to be of such magnitude as to con- 
stitute an abnormal risk... .If the 
power produced was distributed by a 
utility, the purchase price between the 
utility and the plant owner would be- 
come a matter of interest to the local 
utility commission and presumably 
would be set at a figure close to that 
paid for conventional power of equiva- 
lent firmness. If by-products of the re- 
actor could be marketed advantageous- 
ly, the return on this venture might be 
in excess of that normally permitted 
utility operations. 


To principal by-product would prob- 
ably be plutonium, and it is possible 
that this could be sold to other industrial 
power producers which would want to use 
a cheaper nonbreeder reactor, or to the 
government when the latter could buy ad- 
vantageously in the open market. The sale 
of these by-products would, of course, in- 
troduce a cyclical earnings element, hence 
the utilities might prefer to keep out of 
this speculative business and merely buy 
power at wholesale from the producer. 
Mr. Scott feels that the only real threat 
to the safety of outstanding public utility 
securities is government competition. Un- 
fortunately, the benefits of nuclear power 
are probably being “oversold” to the 
American public, which hurts the chances 
of revising the Atomic Energy Act to per- 
mit development by private enterprise— 
some politicians might call this a “give- 
away.” Moreover, the argument may be 
used against the bill that the federal gov- 
ernment has sunk billions of dollars into 
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UTILITY FINANCING IN MAY 


PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS 
UTILITY SECURITIES 
Price ffer- Indicated 
To Moody Success of 
Description Public 7 Rating Offering 
Morigage Bonds and Debentures 
Delaware P. & L. Ist 34s, 1984 .... 102.46 F . 
Wisconsin El. Pwr. Ist 34s, 1984 .... 102.46 ‘ Aa 
Cleveland El. Illum. 1st 3s, 1989 .... 101.09 j 
Montana Power Ist 34s, 1984 d 
Southern Counties Gas Ist 34s, 1984 .. 
Iowa Public Serv. Ist 3s, 1984 
Northern Nat. Gas s.f. Deb. 34s, 1973 
Montana Power s.f. Deb. 34s, 1979 .. 
Virginia Elec. & Pwr. 1st 3s, 1984 .. 
N. Y. State E. & G. Ist 34s, 1984 .... 
Pacific G. & E. Ist 34s, 1984 
Cons. Nat. Gas s.f. Deb. 34s, 1979 .... 
Calif. Elec. Pwr. Ist 32s, 1984 
Pub. Serv. E. & G. Ist 34s, 1984 .... 


Preferred Stocks 
Niagara Mohawk Pwr. 4.10% .... 100 
Montana Power $4.20 1 
Public Service E. & G. 4.18% 
So. Carolina E. & G. 4.50% ($50 Par)* 50 
Southeastern Pub. Serv. Conv. 6% 

($25 Par) 
Florida Pwr. Corp. 4.40% 
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Common Stocks—Subscription Rights Ratio 
.9 Housatonic Public Service 21 i 6.99 
11.1 Wisconsin Elec. Power 26.25 ; 8.26 
17.3. General Public Utilities 28.50 s 8.33 
5/26 13.9 Northern Natural Gas 38 ‘ 6.80 


*Two per cent purchase fund starting 1957. **Not underwritten. a—Reported well received. b—Re- 
ported fairly well received. c—Reported issue sold somewhat slowly. d—Reported issue sold slowly. e— 
Not underwritten. Subscription 98 per cent primary, 6 per cent by employees, 50 per cent oversubscription. 
f—Not underwritten, but soliciting dealers received 35 cents a share. C—Competitive bidding. N—Negotiated 
underwriting. 
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MAY NEW MONEY FINANCING 
(In Millions) 


Offered to Sold to Sold Total 
Stockholders Public Privately Financing 
ss $154 $1 $155 
= 35 6 41 
$29 _- 29 


“$29 $189 $225 


Electric Companies 


Gas Companies 
Bonds _ $ 41 $ 41 
Preferred Stock ~— <i eae, 
Common Stock $14 — 14 


$14 $ 41 $ 55 
Total Electric and Gas $43 $230 $7 $280 


Refunding operations of electric utilities included $99,000,000 bonds and $28,000,000 preferred stocks; 
gas utilities’ refundings included $47,000,000 bonds. 
Source of data—Irving Trust Company. 
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the development of nuclear fission. If the 
production of electricity from atomic en- 
ergy is to be turned over to private enter- 
prise on a licensing basis, Mr. Scott thinks 
“a fair royalty would be the market value 
of using the patent, although some may 
want to collect the billions spent by the 
federal government for war purposes.” 

Mr. Scott brings out the interesting 
point that the privately owned utilities 
have spent $7.6 billion on construction 
during the period January 1, 1940, to Janu- 
ary 1, 1953, or practically as much as the 
$7.7 billion spent by the government in 
about the same period of time. 


¥ 


Does TVA Influence Electric 
Rates? 


meal R. Ciapp, who was not reap- 
pointed chairman of the Tennessee 
Valley Authority by President Eisenhower 
when his term expired recently, has been 
an able apologist for public power. A 
good example was his statement in Feb- 
ruary at the University of Chicago to the 
effect that rates have been lower near pub- 
lic power projects, and that in general 
rates increase as the distance from public 
power projects increases. 

R. S. Gregory, division manager of 
Kentucky Utilities Company at Paducah, 
has made an interesting research to find 
out whether Mr. Clapp’s contention has 
any statistical merit. He has prepared a 
number of charts based on data contained 
in the 1952 edition of “Typical Residen- 
tial Electric Bills” published by the Fed- 
eral Power Commission. These show that 
if a line be drawn in the four cardinal di- 
rections from TVA and the local cost of 
buying 100 kilowatt-hours is plotted along 
these lines for the various towns and cities 
encountered, some of the highest rates are 
those nearest the valley. He also found 
that rates are either level, or droop down- 
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ward, as the distance away from the valley 
increases—with the exception of a slight 
fillip at the Atlantic seaboard. 


B: this time, it would seem fair to as- 
sume that the public in general, and 
newspaper editors in particular, should 
know the “facts of life” about rates and 
public versus private power. At the risk 
of boring our utility readers, these can be 
summarized briefly as follows: 

(1) Public power projects enjoy ad- 
vantages over private utilities because (a) 
they are exempt from income taxes, (b) 
can assign some of their plant costs to 
navigation, flood control, or irrigation, 
(c) can be financed with low-cost Treas- 
ury funds or tax-free bonds (no high-cost 
equity money), and (d) until recently at 
least, enjoyed many advantages resulting 
from Washington favoritism. 

(2) Private utilities in the same area 
as a public power project may also oper- 
ate mainly with hydroelectric power, 
which is cheaper than fuel-generated 
power (though plant cost may be greater). 
Also, they frequently buy power from gov- 
ernment agencies. But while the bus-bar 
cost of power may be lower as a result, the 
power may not be very dependable; in cer- 
tain seasons of the year or in drought 
periods, it may be necessary to buy or gen- 
erate expensive steam power. TVA, now 
that it is producing some power with 
steam, is finding it necessary to raise rates. 

(3) Naturally, where public and pri- 
vate utilities both enjoy the advantages of 
large-scale hydro power (as in the area of 
the Northwest Power Pool) the general 
level of rates may be lower than in other 
regions—except when it is necessary to 
use steam. (Utilities in the state of Wash- 
ington were granted temporary rate sur- 
charges when this was necessary. ) 

(4) Where private utilities have to use 
steam power exclusively their rates are 
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largely dependent on (a) the cost of the 
cheapest available fuel—coal, oil, or gas— 
and (b) the cost of bringing that fuel 
from the point of production to the utility 
generating plant. 

(5) Private utilities, with a few excep- 
tions, are closely regulated and cannot 
“profiteer.” The distance from a public 
power plant has little or nothing to do with 
rates. Competition between public and 


e 


private utilities, fortunately, is limited to 
a few localities where “co-ops” enjoying 
preferential power rates may be trying to 
encroach on the areas served by private 
utilities. 

(6) Washington is no longer willing to 
go “all-out” for public power agencies, 
and some of the unfair competitive advan- 
tages enjoyed by the latter are now being 
reduced or eliminated. 


ELECTRIC UTILITY STATISTICS AND RATIOS 


Operating Statistics 

Output KWH—Total (March) 
Hydro-generated 
Steam-generated 

Capacity (February) 

Peak Load (February) 


Mill. Tons 
Mill. MCF 
Mill. Bbls. 
Mill. Tons 


Coal Stocks 


Customers, Sales, Revenues, and Plant (March) 
KWH Sales—Residential 
Commercial 
Industrial 
OCA ANCL: REISC. 5 <.6s:0.0.08:0 
Customers—Residential 
Commercial 
Industrial 
Total, Incl. Others 
Income Account—Summary (March) 
Revenues—Residential 
Commercial 
Industrial 
Total, Incl. Misc. Sales 
Sales to Other Utilities 
Misc. Income 
Expenditures—Fuel 
Labor 
Misc. Expenses 
Depreciation 
Taxes 
Interest 
Amortization, etc. ......... 
Net Income 
Preferred Div. (Est.) 
Bal. for Common Stk. (Est.) 
Common Dividends (Est.) . 
Electric Utility Plant (March) 
Reserve for Depreciation and Amort. .... 
Net Electric Utility Plant 
Life Insurance Investments (January Ist-May 22nd) 
Utility Bonds 
Utility Stocks 
Per Cent of All Investments 


D—Decrease. NC—Not comparable. 
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Per Cent Increase 
Latest Latest 
Month 12 Mos. 


Latest 
12 Mos. 


448.6 


Latest 
Month 
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RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


Pipelines 

East Tenn. Nat. Gas .... 
Mississippi Riv. Fuel .... 
Southern Nat. Gas 
Tenn. Gas Trans. ...... 
Texas East. Trans. ..... 
Texas Gas Trans. ...... 
Transcontinental Gas .. 


eeeeee 


Averages 


eee eeeee 


Integrated Companies 

American Natural Gas .. 
Colorado Interstate Gas . 
Columbia Gas System ... 
Commonwealth Gas .... 
Consol. Gas Util. ...... 
Consol. Nat. Gas 
El Paso Nat. Gas 
Equitable Gas .......... 
Kansas-Neb. Nat. Gas .. 
Lone Star Gas ......... 
Montana-Dakota Utils. .. 
Mountain Fuel Supply . 
National Fuel Gas 
Northern Nat. Gas ..... 
Oklahoma Nat. Gas .... 
Panhandle East. P. L. .. 
Pennsylvania Gas ...... 
Peoples Gas Lt. & Coke . 
Southern Union Gas .... 
United Gas Corp. ....... 


ee 


Averages 


Retail Distributors 

a Ce) rs 
Atlanta Gas Light ..... 
Brooklyn Union Gas .... 
Central Elec. & Gas .... 
Central Indiana Gas .... 
SGA TUEEWICE 5 5c 6050 0004% 
Paarttord (Gas. ...scees 
Houston Nat. Gas ...... 
Indiana Gas & Water ... 
Laclede Gas 
Minneapolis Gas 
Mississippi Valley Gas .. 
Mobile Gas Service ..... 
New Haven Gas Light .. 
Northern Illinois Gas .. 
Pacific Lighting ........ 
Portland Gas & Coke ... 
Providence Gas ........ 
Rio Grande Valley Gas .. 
Co, Cae 
South Jersey Gas 
United Gas Improvement 
Washington Gas Light .. 


eoeeeee 


Averages 


Canadian 
International Utilities ... 


1954 


6/2/54 Dirvi- 
Price dend 
About Rate 

9 an 
44 $2.40 
32 1.40 
25 1.40 
Ze 1.00 
19 1.004 
24 «1.40 
46 $2.00 
47 1.25 
14 .90 
10 (a) 
14 i fs 
61 2.50 
40 1.60 
25 1.40 
26 1.20 
26 1.40 
22 .90 
22 1.00 
19 1.00 
42 2.00 
22 1.20 
79 2.50# 
18 80 

151 6.00 
18 .90 
32 1.25 
24 $ .80 
me 1.20 
31 1.50 
13 80 
13 .60 
23 1.24 
38 2.00 
22 1.00 
27 1.40 
12 .60 
24 1.20 
21 1.00 
18 .90 
27 1.60 
19 80 
35 2.00 
21 .90 

94 ~3=«48 

24 12 
22 .80 
21 1.20 
35 1.80 
32 1.80 
32 $1.40 
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Share Earnings* 


% In- 12 Mos. 
crease Ended 
29% Dec. 

12 Mar. 
10 Mar. 
28 Mar. 
20 Dec. 
42 Dec. 
62 Mar. 
30% Mar. 
D4 Dec. 
2 Mar. 
> Dec. 
an. 
Se in. 
28 Mar. 
D9 Mar. 
14 Dec. 
2 Mar. 
77 Mar. 
10 Dec. 
10 Mar. 
21 Mar. 
D23 Mar. 
D1 Dec. 
D52 Dec. 
19 Mar 
D4 Dec. 
29 Mar. 
4% Mar. 
D20 Dec. 
72 Mar. 
13 Mar. 
21 Mar. 
NC Feb. 
; s 
uly 
9 be, 
Di Mar. 
22 Mar. 
D18 Mar. 
D6 Mar. 
31 Dec. 
NC Feb. 
D8 Mar. 
10 Mar. 
21 Dec. 
30 Dec. 
48 Mar. 
23 Mar. 
D6 Mar. 
22 Mar. 
25% Mar. 
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Rev. 
(Mill.) 
Communications Companies 


$4,417 
202 
34 
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74 
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A—American Stock Exchange. O—Over-counter 
change. D—Decrease. *Earnings are calculated on 
wise indicated. **On average shares outstanding. 
dividend. NC—Not comparable. (s)—Year, 1952. 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER UTILITIES 


——Share Earnings* 


6/2/54 Divi- 
Price % In- 12 Mos. 


About Rate 


Bell System 
Amer. Tel, & Tel. (Cons.) 169 
Bell Tel. of Canada .... 44 
Cin. & Sub. Bell Tel. ... 76 
Mountain States T. & T. 114 
New England T.& T.... 124 
Pacific Tel. & Tel. ...... 126 
So. New England Tel... 37 


Averages ........ 
Independents 

Calif. Water & Tel. .... 18 
Central Telephone ...... 16 
Florida Telephone ...... 14 
General Telephone ...... 36 
Inter-Mountain Tel. .... 13 
Peninsular Tel. ......... 36 
Rochester Tel. ......... 15 
Southeastern Tel. ....... 13 
Southwestern Sts. Tel... 19 
Telephone Bond & Share 18 
United Utilities ........ 18 
Western Union Tel. .... 39 

Averages ........ 

Transit Companies 

Capital Dransit: <sc.006. 12 
Cincinnati Transit ...... 4 
Dallas Ry. & Terminal .. 10 
Greyhound Corp. ....... 13 
Los Angeles Transit .... 11 
National City Lines ..... 16 
Philadelphia Transit .... 7 
Rochester Transit ...... 34 
BE ULOWUS PSA sssece.s 19 
myn City. Ts. 6éceees 15 
Wnited Transit 64.60.00 3 

Averages ........ 


Water Companies 


Holding Companies 


American Water Works. 10 
New York Water Service 66 


Operating Companies 


Bridgeport Hydraulic ... 30 
Calif. Water Service ... 37 
Hackensack Water ..... 41 
Jamaica Water Supply .. 32 
New Haven Water ..... 60 
Phila. & Sub. Water ... 44 
Scranton-Springbrook .. 17 


Southern Calif. Water .. 12 


West Va. Water Service 39 


Averages ........ 
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Mar. 


Dec. 
Apr. 
Dec. 
Mar. 
Dec. 
Dec. 
Dec. 
Mar. 
Mar. 


or out-of-town exchange. S—New York Stock Ex- 
resent number of shares outstanding, except as other- 
—Includes stock dividend. (a)—Paid 4 per cent stock 
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What Others Think 


Simplified Management Reports 


soaring competition during the 
last two decades in the business of 
furnishing electric and telephone service 
to the American public has created an 
absolute demand for increased efficiency 
in operations by the management of pri- 
vately owned public utility companies. In 
order to provide stockholders with a suffi- 
cient return to attract capital and yet keep 
the price of electric and telephone service 
on a competitive level with government- 
sponsored utility service, it has become 
necessary to overcome the inequitable fact 
that private business must pay vast sums 
to the federal government for income 
taxes, whereas those government-spon- 
sored companies generally pay little, if any, 
such tax. It appears that the only way to 
overcome this obstacle is for the tax-pay- 
ing utility to constantly reduce operating 
expenses in their relation to gross reve- 
nues. 

One of the most effective ways to re- 
duce operating expenses is through the 
medium of simple but informative reports 
to those of management who are responsi- 
ble for controlling such expenses. This re- 
port must currently compare budget fore- 
casts with actual experience, and must also 
compare actual experience for current 
operating periods with that of correspond- 
ing periods of previous years. The report 
must provide information by departments, 


JUNE 24, 1954 


sections of departments, and locations of 
operation in order to place responsibility 
where it can be most effectively utilized. 
Significant ratios and statistics must be 
reflected in order to furnish the manage- 
ment with a method of quickly analyzing 
results of operations. Above all, such in- 
formation must be co-ordinated and con- 
densed in such a manner that the various 
sections of operations can be readily 
studied in their relationship to over-all 
operations. 

Most management reports of privately 
owned public utility companies today pro- 
vide this type of information in varying 
degrees, but this writer will go out on a 
limb and guess that most top executives 
feel that their present reports are lacking 
in many respects, or at least they feel that 
much improvement could be made in the 
form, presentation, and content of their 
reports. For those who feel that way, I 
sincerely believe that the approach to man- 
agement reports, which will be briefly out- 
lined hereafter in this review, will give 
them some constructive ideas for quickly 
and inexpensively converting their ac- 
counting system to provide a report or 
reports that will readily enable them to 
control operating expenses. 


HE basic fault of current day public 
utility management reports lies in the 
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fact that expenses of operation generally 
are classified by accounts prescribed by the 
Federal Power Commission, the Federal 
Communications Commission, or by one 
or more other federal or state regulatory 
commissions. Such reporting is not, in my 
opinion, adequate for proper management. 
Basically, these accounts were first pre- 
scribed for purposes of regulation and not 
for the purpose of controlling expenses. 
They attempt to provide information as to 
what phase of operations various expendi- 
tures were incurred in, rather than the 
source or type of expense incurred in that 
operation; for example, whether it was 
labor cost, cost of operating cars and 
trucks, cost of materials and supplies, cost 
of contract tree trimming, etc. FPC Ac- 
count No. 761.1, “Distribution Operation 
of Overhead Lines,” accumulates various 
types of expenses into one total which sup- 
posedly tells us the cost of that phase of 
operation. What good, however, is this 
information when we attempt to control 
the expense of this operation, unless we 
know the type or source of the expense in- 
curred? 


IX 1945, after five years of experience in 
the public accounting field, principally 
with public utility companies, I was em- 
ployed by Missouri Public Service Com- 
pany with its general offices located in 
Warrensburg, Missouri. One of the first 
things that became apparent to me from 
comments of our management, was that 
the report which the accounting depart- 
ment was furnishing them was not ade- 
quate to most effectively control expenses. 
However, until a substitution for classify- 
ing operating expenses by prescribed regu- 
latory commission accounts could be 
found, a report could not be made which 
would be suitable to the management. 
Since records must be maintained in order 
to file annual and other periodic reports in 
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accordance with regulatory commission 
requirements, any substitution would 
necessarily mean a duplication of records. 
This then was the problem which we, and 
I am sure other public utility companies 
were, and in many cases still are faced 
with today. 


I 1951, our management issued instruc- 
tions to the accounting department to 
redesign our management report and our 
accounting system in order to provide in- 
formation which it desired to effectively 
control expenses, and at the same time it 
requested that such reporting and account- 
ing system be converted with a minimum 
of additional cost. We therefore knew that 
the new reporting and accounting system 
must be simple, must still provide infor- 
mation necessary for filing regulatory 
commission reports, and yet must be such 
that accurate information would be made 
available to management by type or source 
of expense, without the use of expensive 
punch card equipment. 

By January 1, 1952, a new streamlined 
management report had been designed and 
approved by management, and our ac- 
counting system was quickly converted to 
provide the information required in the 
new report. This report disregards entirely 
individual regulatory commission account 
classifications of operating expenses. The 
complete operating expense section is pre- 
pared in its entirety from only seventeen 
ledger sheets where expenses are accumu- 
lated by source or type of expense, and by 
department and location. The type of ex- 
pense reported generally depends upon the 
particular section of operations being re- 
ported. 

All sections, however, include (1) 
payroll, (2) materials and supplies, (3) 
cost of operating cars and trucks, (4) em- 
ployee personal expenses, (5) petty cash 
expenditures, (6) rents, (7) other cash 
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vouchers, and (8) other journal entries. 
Other major types of expenses applicable 
to the respective sections of operations are 
set out by types, so that other cash vouch- 
ers and journal entries do not exceed 10 
per cent of the expenses within that par- 
ticular section of operations. For instance, 
in electric distribution and transmission 
operations, contract tree trimming is set 
out separately in addition to the other 
types of expenses mentioned above. Un- 
der electric production operations, fuel by 
types, and water used in production is set 
out separately, in addition to the normal 
classification of type of expenses. 


ks en designing of our new report and 
the new accounting system necessary 
to furnish the information in the report 
were accomplished by company employees 
without additional cost to the company, 
other than, of course, printing of the new 
report forms and other relatively insignifi- 
cant nonrecurring costs. No additional help 
was or since has been added to the account- 
ing department to maintain the new ac- 
counting system, and data are readily ac- 
cumulated for the report without the use 


of punched card accounting equipment. 
The report has now been utilized by the 
management for nearly two years, and 
with gratifying results. The managers of 
our many district offices and our depart- 
ment heads have become far more con- 
scious of the various costs incurred in the 
operation of their section of our business, 
and the ratio of such expenses to gross 
revenue has definitely been on the decline. 
When I recently discussed the value of this 
report with our executive vice president, 
without whose co-operation and help the 
report could not have been so carefully 
and effectively designed, he quickly stated 
that after having had the use of the report 
since January 1, 1952, if it had been neces- 
sary to add three additional employees to 
our accounting staff in order to have pro- 
vided this new form of report, it would 
have been well worth the additional cost. 

So it is with confidence that I say this 
new type of report is practical, is of ex- 
treme value to management, and can be 
prepared and used effectively by any pub- 
lic utility company, with relatively little or 
no additional recurring cost to it. 

—R. A. DELANEY 





¢ ge eer we are told that the government has $15 billion worth 

of public works projects on the shelf, and that it will use 
them if necessary to prevent a recession. Now $15 billion would 
certainly provide several million jobs and it would undoubtedly 
give us some magnificent public buildings, many beautiful parks, 
and a whole lot of fine new roads that we badly need. 

“But it is small potatoes, indeed, when you stop to think that 
American business last year spent nearly twice that much for new 
plant and equipment alone. And not only did these expenditures pro- 
vide millions of jobs for those who performed the work, but they 
created productive facilities which will go on and on—as long as they 
exist—to generate a wealth of new purchasing power for all the 
American people. So the dollars we spent in this way were many 
times more important to the future prosperity of this nation than 
the usual public works program could ever be.” 
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-—BENJAMIN F. Farr_ess, 


Chairman of the board, United 
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States Steel Corporation. 
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The March of 
Events 


EEI Convention 


Fete 3,000 representatives of the elec- 
tric utility industry and allied interests 
attended the twenty-second annual con- 
vention of the Edison Electric Institute, 
held in Atlantic City, New Jersey, early 
this month. This year’s meeting was par- 
ticularly significant because of the celebra- 
tion of Light’s Diamond Jubilee, mark- 
ing the seventy-fifth anniversary of Thom- 
as A. Edison’s invention of the first prac- 
tical incandescent lamp. Tribute was paid 
to Edison in a special message from his 
son, former New Jersey Governor Charles 
Edison. It was read by the inventor’s 
grandson, John Edison Sloane. 

A message from President Eisenhower 
was read by retiring EEI President Wal- 
ter H. Sammis, president of the Ohio 
Edison Company. Sammis also made a 
point-by-point attack on “the propaganda 
of public power advocates” at the opening 
session of the EEI convention. Electricity, 
he said, is now available to 99 per cent of 
all occupied establishments and 98 per 
cent of all occupied farms, so that there 
is no need for more federal appropriations 
to assure the American public of service. 

Charles E. Wilson, chairman of the 
board of W. R. Grace & Co. and chair- 
man of the jubilee sponsoring committee, 
said lighting was the industry’s first serv- 
ice “and is still the great common de- 
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nominator. The jubilee gives us reason to 
rededicate ourselves to intensified efforts 
to bring the vast benefits of proper light- 
ing to increasing numbers of the world’s 
peoples.” 

In a speech on “Selling for the Future 
Load,” Sherman R. Knapp, president of 
the Connecticut Light & Power Company, 
noted that “high-use customers are not 
only our best customers revenuewise, they 
are also the low-trouble customers.” 

E. H. Snyder, general manager of the 
electric department of Public Service 
Electric & Gas Company, Newark, said 
the electrical load in the United States 
was expected to double in ten years and 
quadruple in twenty, presenting a chal- 
lenge to the industry’s engineers, who 
must meet the growth and still maintain 
low-cost service for the consumer and 
profit for the industry. 


Walker L. Cisler, president of the 
Detroit Edison Company, noted that the 
power systems of this country now have 
a gross margin of about 17.5 per cent of 
generating capacity over peak load and 
that present capability of power plants 
here represents 40 per cent of all the elec- 
tricity in the world. Speaking of atomic 
energy in its relation to electric power 
production, Mr. Cisler predicted that in 
ten years several large power reactors 
might be in use, producing enough heat 


JUNE 24, 1954 











PUBLIC UTILITIES FORTNIGHTLY 


to. generate 1,000,000 or perhaps even 2,- 
000,000 kilowatts of electric power. 

George M. Gadsby, president and chair- 
man of the Utah Power & Light Company, 
Salt Lake City, attacking the public power 
“preference clause,” said that 80 per cent 
of the nation’s electric customers “are now 
cut off from participating equitably in 
the purchase of federal power.” 

Progress in community development 
was outlined by C. Hamilton Moses, chair- 
man of Arkansas Power & Light Com- 
pany. His company received the Reddy 
Kilowatt report reward. 

Henry B. Sargent, president of Arizona 
Public Service Company, made a plea for 
better public relations through efficient 
performance by the industry, with full 
information to the public. 

Government officials addressing the 
meeting included FPC Chairman Jerome 
K. Kuykendall. Others were: Robert Le- 
Baron, Assistant to the Secretary of De- 
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fense for Atomic Energy, and Assistant 
to the Secretary of the Treasury David 
M. Kennedy. Kuykendall’s remarks were 
confined to “Rates and Securities Regula- 
tion by the FPC.” The FPC chairman 
delved into the history of rate regulation. 
He noted that while students of regula- 
tion do not expect to find a wide band of 
rates of return allowed the large electric 
and gas utilities—the rate of return must 
be expected to change with changes in 
financial and economic conditions. 
Harold Quinton, president of Southern 
Edison Company, was elected EEI presi- 
dent for the coming year. Other officers 
named were: Harllee Branch, Jr., presi- 
dent, Georgia Power Company, as vice 
president; H. S. Bennion of the EEI, as 
vice president and managing director; 
H. S. Sutton, treasurer, Consolidated 
Edison Company of New York, as treas- 
urer; and A. B. Morgan of the EEI as 
secretary and assistant managing director. 


Arkansas 


Rate Increase Filed 
HE Arkansas Power & Light Com- 
pany recently filed an application for 
a rate increase of $3,900,000 annually with 
the state commission. The increase will go 
into effect on a temporary basis July 1st. 


Under Arkansas law, a utility company 
can boost rates temporarily by filing a re- 
quest for an increase and posting bond 
to cover the amount of refunds to cus- 
tomers in the event the request is denied 
by the commission. : 


cd 
Kentucky 


Gasoline Use Tax 


At truck and bus owners and operators 

who do business in Kentucky are be- 
coming acquainted with the new Gasoline 
Use Law. That law, starting July Ist, re- 
quires the payment of the Kentucky gaso- 
line tax or its equivalent (7 cents per gal- 
lon) from highway users. The law was 
enacted to recover from those who have 
contributed little or nothing to the con- 
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struction and maintenance costs of Ken- 
tucky highways by purchasing gasoline 
outside the state for use within the state. 

Persons subject to the Gasoline Use 
Law are the owners of every vehicle of 
more than 18,000 pounds gross weight 
which crosses the boundary of Kentucky. 
Kentucky vehicles operating only in Ken- 
tucky, provided they use Kentucky tax- 
paid gasoline, are not subject to any of 
the provisions of the law. 











Others operating a vehicle, whether as 
owner or lessor, of more than 18,000 
pounds gross weight across the state 
boundary must obtain a gasoline use 
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license. The Department. of Revenue, 
motor fuels section, Frankfort, admin- 
isters the law, issues the licenses, and 
provides all the necessary forms. 


Maryland 


Electric Rate Increase Granted 
_ state public service commission re- 

cently granted the Consolidated Gas, 
Electric Light & Power Company of Balti- 
more a $3,300,000 increase in electric 
rates. The increase will raise bills for 
household consumers in the Baltimore 


# 


area by about 5.7 per cent, about 30 cents 
a month for most householders. 

The company had asked for an increase 
of 6.2 per cent. 

The commission also authorized the 
company to increase its rates for steam 
service by 10.4 per cent. 


New Mexico 


Company Divorces Production 
Operations 


_ Om & Gas Company is now op- 
erating independently of its former 
owner, Southern Union Gas Company, 
according to a recent announcement issued 
by Wofford Cain, president of Aztec, and 
James C. Reid, executive vice president 
of Southern Union. Southern Union di- 
vested itself of all ownership interest in 
its formerly wholly owned drilling and 
producing subsidiary, Aztec Oil & Gas 
Company, earlier this year. However, it 
was operated by the parent company un- 


der an interim service agreement until 
May Ist. 

The new Aztec Oil & Gas Company 
deals principally with the production and 
sale of natural gas and crude petroleum, 
at the wellhead and on the lease, respec- 
tively, with minor sales of drip gasoline 
and other hydro carbons. Aztec properties, 
all located in New Mexico, include more 
than 50,000 acres of producing oil and 
gas leases, with interests in nine oil wells, 
nearly 200 gas wells, and around 70,000 
acres of leases. Most of this lease acreage 
is in the San Juan basin gas fields of San 
Juan and Rio Arriba counties. 


? 
Wisconsin 
Servicemen Training Course newly created classification of senior 
NDER what is believed to be the first serviceman. Sixty positions have been set 
company-sponsored employee train- up in that classification. 
ing program of its kind in the country, the Only by taking the special technical 
Milwaukee Gas Light Company is giving CONE: Cae ae employee qualify for the 
167 of its servicemen free technical train- new classification, according to John J . 
ing at the Milwaukee School of Engineer- Dolan, vice president of the company in 
ing, it was announced recently. charge of personnel. 

When the men successfully complete The company is paying all costs of the 
the special gas service course, they will course, including tuition and textbooks. 
become eligible on a seniority basis for a Employees attend school on own time. 
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Progress of Regulation 


Adjustments to Rate Base and Operating Results 
Bar Telephone Rate Increase 


AY application by the Southern Bell 
Telephone & Telegraph Company for 
a rate increase was denied by the Alabama 
commission. Operating results, as ad- 
justed, during the twelve months ending 
September 30, 1953, were used as the basis 
for the decision. 

The role of the commission was said to 
be that of a legislative body with special- 
ized and limited powers. It must have con- 
stantly before it as an ultimate and para- 
mount objective the interest of the public 
as a whole, who, though not present in 
the hearing room, “‘is an essential party to 
the proceedings.” 


Observed Depreciation 


The company had employed an inde- 
pendent consultant to set up statistical 
sampling procedures for utilization in in- 
spection of plant. Numerous company in- 
spectors had been sent into the field to 
classify the predetermined plant units into 
separate code categories, such classifica- 
tions being predicated upon observed de- 
preciation. Relatively small quantities of 
the plant were sampled. The commission 
said that the conclusions as to observed 
depreciation were necessarily predicated 
on estimated conditions fixed by company 
employees after a short “schooling” period 
and that such “observed depreciation” was 
conjectural. 
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Observed physical depreciation as re- 
gards a telephone utility, said the commis- 
sion, is practically meaningless and is of 
almost no significance in determining the 
remaining life of plant. The majority of 
such plant is retired for functional causes 
and not because it has become inoperative 
through physical wear and tear or ex- 
posure to the elements. The results of the 
process of determining observed deprecia- 
tion were said to be of little value. 


Rate Base Determination 


Fair value was said to be such a nebulous 
term that it is subject to a wide variety of 
calculations which can be economically 
discriminatory and legally prejudicial to 
the subscriber interest in a telephone rate 
case. Reproduction cost was criticized and 
net average investment less depreciation 
was approved. 

The commission said: 


Facts are preferable to fiction. Net 
average investment represents facts that 
can be easily determined and are crystal 
clear, while reproduction cost less de- 
preciation and fair value represent fic- 
tions of mental processes and not ac- 
curate criteria of what the investors 
have actually invested in the public 
service. 


Plant under construction was eliminated 


reecrers 
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from the rate base in view of the allow- 
ance for interest during construction. 
Property held for future use was included 
because the company had definite plans for 
the immediate use of all such property 
during the current year. 

No allowance was made for materials 
and supplies and cash working capital be- 
cause federal income tax withheld from 
employees, social security tax withheld, 
federal excise tax collected but not re- 
mitted, and accrued taxes were in excess 
of the amount claimed for these items. 

The commission eliminated excess 
profits tax paid by Western Electric Com- 
pany and included in the sales price of 
equipment. The commission, although not- 
ing that it had no jurisdiction to take ef- 
fective action to compel the reduction of 
“these excess profits,” said: 


We suggest that the unreasonable 
profits of Western Electric and its 
sales, prices, and installation practices 
be made a subject of consideration and 
co-ordinated action by the NARUC, the 
Federal Communications Commission, 
and the Department of Justice. 


Depreciation and Expenses 


The company’s claim for depreciation 
accruals based on reproduction cost was 
rejected with the statement : 


To accrue depreciation on reproduc- 
tion cost, plant in service priced out on 
the basis of prices prevailing as of a 
given date, is to gamble that the same 
prices will be prevailing at the time re- 
placements of plants are made, and 
amounts to an effort to crystal gaze per- 
haps as much as fifty years into the fu- 
ture—not only as to what future costs 
will be but also involves an assumption 
that no technological improvements will 
be made in the interim. Surely, original 
cost of plant, representing the different 
price levels existing over an extended 
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period of time, presents a more logical 
and equitable base on which to deter- 
mine reasonableness of earnings than 
does an arbitrary price-out of existing 
plant on the basis of prices as of a given 
moment. 


The commission allowed the full annual 
effect of wage increases granted in 1953. 
An adjustment in expenses was made to 
eliminate that portion of excess profits tax 
paid by Southern Bell to Western Electric 
in 1953, which was said to be a nonrecur- 
ring expense because the excess profits tax 
had been repealed and this item of expense 
would not confront the company’s man- 
agement in the future. 


Rate of Return 


Determination of a rate of return, said 
the commission, involved four intermedi- 
ate propositions: (1) cost of debt capital, 
(2) cost of equity capital, (3) the proper 
ratio in the capital structure of debt capital 
to equity capital, and (4) the computation 
from these three propositions of a final 
determination of the composite cost of all 
capital utilized in the enterprise. The com- 
mission adopted as the proper cost of 
bonds 2.94 per cent, the cost of advances 
from the parent company 3.25 per cent, 
and the cost of equity capital 8.5 per cent. 
A debt ratio of 45 per cent was used al- 
though the company’s debt ratio was much 
lower. 

The commission recognized that if a 
utility is to maintain the confidence of the 
investing public in its stock, it must earn 
not only current dividends but an addi- 
tional amount sufficient to maintain its 
surplus at a figure which will assure con- 
tinuity of dividends in less profitable years. 
But the commission did not think that the 
public should be burdened with rates above 
those necessary to yield such a reasonable 
surplus, for the end result would be to re- 
quire subscribers, in effect, to furnish an 
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undue part of the company’s capital. The 
commission considered 6 per cent as a 
rounded figure for rate of return, but the 


actual rate determined was 5.98 per cent. 
Re Southern Bell Teleph. & Teleg. Co. 
April 21, 1954. 


Stock Issue Approval Remanded Because of 
Insufficient Findings 


HE North Carolina supreme court re- 

manded an order of the state commis- 
sion authorizing a company to issue addi- 
tional shares of stock at $115 per share 
instead of at $100, as requested by the 
company. The commission had based its 
order solely on the company’s petition 
and had made no findings as to why it was 
deemed necessary or appropriate to fix 
the higher price, or as to whether the sale 
at such price was compatible with public 
interest. 


The company contended that the com- 
mission lacked authority to set a minimum 
price for new stock issued by a utility cor- 
poration. The court did not rule on this 
point, however. It merely ordered the 
commission to make specific findings of 
fact to support its conclusion. It also 
authorized the commission to hear evi- 
dence in the further proceeding, if deemed 
proper. State ex rel. Utilities Commission 
v. Carolina Teleph. & Teleg Co. 80 SE2d 
643. 


Service Penalty in Rate Order Disallowed 


oreo eens company had applied for 
an increase in rates. The commis- 
sion, although finding an increase justified 
and fixing a fair rate of return, denied the 
increase by imposing a penalty for poor 
and inadequate service. Whether such a 
penalty could be lawfully exacted in a 
rate-making proceeding was the question 
that confronted the Florida supreme court 
on review. 


The court found no authority vested in 
the commission to make an order in a rate 
proceeding with reference to inadequate 
service. The rate-making power, stated 
the court, should be exercised in one pro- 
ceeding and the question of adequacy or 
inadequacy of equipment, repairs, im- 
provements, and service should be dis- 
posed of in another proceeding. Florida 
Teleph. Corp. v. Carter et al. 70 So2d 508. 


Legal Fees Adjusted by Court in Power 
Company Reorganization 


es fees and expenses which the Se- 
curities and Exchange Commission 
had authorized to be paid from the estate 
of a power company reorganized under 
the Holding Company Act were reviewed 
and adjusted by the United States district 
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court. The court ruled that the commis- 
sion had authority to determine and fix 
such fees and expenses; but it was of the 
opinion that certain allowances were con- 
trary to legal standards and could not be 
approved. 
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A distinction was made between the 
several objectors. Those who served the 
companies directly involved were in a dif- 
ferent class than those who confined their 
participation to obtaining specific benefits 
for their clients. Different legal standards 
should be applied to each class in fixing 
the fees, the court thought. 


Company’s Attorney 


For instance, in determining fees to be 
allowed attorneys of the reorganized cor- 
poration, the commission should have 
given due weight to the contract arrange- 
ment existing between attorney and client, 
and to the number of hours devoted to the 
client’s interest. The fact that some dupli- 
cation of effort resulted because of col- 
laboration between attorneys for the re- 
organized company and a direct sub- 
sidiary should not, in view of the exist- 
ing contract relationship, have militated 
against the reasonableness of the com- 
pensation. 

There was no showing, the court stat- 
ed, that the attorney’s services were not 
performed, at the behest of the client, in 
good-faith efforts to safeguard and pro- 
tect its interests. There was bound to be 
some duplication of services in such a 
long and involved proceeding. 

Nor should the commission have re- 
duced the fee on the ground that some of 
the services rendered proved not to be in 
furtherance of the plan finally approved. 
Some tactical moves which may have 
seemed reasonable at the time may appear 
ill-advised in the light of later events. The 
commission itself, the court remarked, 
spent a great deal of time and effort on 
an early plan which was not accepted. 
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The court commented on the dangers 
which might arise if attorneys’ fees were 
reduced because of unsuccessful effort : 


Whether all of the companies’ deci- 
sions, therefore, proved to be ultimate- 
ly right or wrong, they were entitled 
to legal assistance and advice in doing 
that which they determined to be com- 
patible and in furtherance of the ob- 
jects of the proceeding. If legal coun- 
sel engaged by these companies, and in 
carrying out their wishes, are to have 
their legal fees subjected to the arbi- 
trary rule that, unless the services ren- 
dered are ultimately proved to be in 
furtherance of the policies and plan 
finally approved by the commission and 
the court they will be disallowed, it 
would be hazardous indeed for any 
counsel to accept employment under 
such circumstances. 


Services Benefiting Others 


Attorneys representing certain stock- 
holders as well as the attorneys for the 
holding company itself, were in a differ- 
ent category. Fees payable from the es- 
tate of the reorganized company to these 
attorneys should be limited to the actual 
contributions made to the formulation 
and consummation of the plan of re- 
organization. 

The court decided that the holding 
company should not be reimbursed from 
the estate. That company, the court said, 
must itself bear the expenses incurred. 


Benefits to the estate were merely inci- 


dental to its own benefits. Re Northern 
States Power Co. (Delaware) et al. 119 
F Supp 331. 


Regular and Irregular Route Carriers Compete 


A carrier, appealing to the Mis- 
Sissippi supreme court after an order 
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granting a certificate granted to it had 


been reversed, sought to justify its issu- 
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ance by claiming an existing carrier serv- 
ing the same points was in a different, non- 
competing class. 

The commission had issued a regular 
route certificate in spite of protests of an 
existing irregular route carrier. The evi- 
dence had established that the existing 
carrier was guilty of service deficiencies. 

The certificate should be upheld, argued 
the appealing carrier, since it would pro- 
vide a separate and distinct transportation 
service from that of the other carrier’s 
call and demand service. The regular 
route service would also eliminate the 
numerous complaints of shippers against 
the existing carrier. 


= 


The court pointed out that the commis- 
sion had never promulgated any rules 
classifying motor carriers. The existing 
carrier’s certificate provided general au- 
thority for carrying commodities. The 
fact that the commission had granted the 
certificate could not be construed as a de- 
termination by the commission that the 
two carriers were in different, noncom- 
peting classes. 

Moreover, the court said, the commis- 
sion had no authority to grant the certifi- 
cate without first giving the existing car- 
rier a reasonable time to correct the in- 
adequate service. West Bros. Inc. v. H & 
L Delivery Service, Inc. 70 So2d 870. 


Lawyers and Lobbyists Must File 
Information with SEC 


_ United States court of appeals af- 
firmed a judgment of a federal dis- 
trict court requiring lawyers to file in- 
formational statements with the Securi- 
ties and Exchange Commission pursuant 
to § 12(1) of the Holding Company Act. 
This section makes it unlawful for any 
person retained by a holding company or 
its subsidiary to present, advocate, or op- 
pose any matters affecting such company 
before the Securities and Exchange Com- 
mission unless that person shall have filed 
specified statements with the commission. 

The court held that the provision ap- 
plied not only to lobbyists, but also to 
lawyers engaged in practice before the 
commission, regardless of the legitimacy 
of the particular services rendered, rea- 
sonableness of fees charged, or propriety 
of expenditures. In rejecting the argu- 
ment that the act applied only to lobby- 
ists, the court said: 


It is equally clear, we think, that Con- 
gress in using in § 12(i) the technique 
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of disclosure as a deterrent to invidious 
lobbying activities in connection with 
such companies intended to draw no fine 
distinctions with respect to the various 
kinds of activities in which a lawyer 
might engage in representing his public 
utility holding company client. It was 
recognized that the line between normal 
representation of the legitimate inter- 
ests and claims of a client and undesir- 
able attempts to influence legislative or 
administrative action for the benefit of 
a client was difficult to draw in a statute. 
Moreover the two might be inextricably 
interwoven. Accordingly Congress in- 
tended to bring within its reporting re- 
quirements all those who were em- 
ployed or retained to present, advocate, 
or oppose any matter affecting such cor- 
porations before Congress or the com- 
missions and thus use the light of pub- 
licity to discourage those activities 
which were regarded as illegitimate. 


The court also held that this section of 





























the act did not constitute unconstitutional 
discrimination. It pointed out that the 
act was not directed primarily to lawyers, 
but rather to all persons retained by hold- 
ing companies who engage in activities to 
which the statute is directed. 

The fact that lawyers engaged in some 
of these activities may be subjected to re- 
porting requirements not generally at- 
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tendant upon law practice was considered 
incidental to the purposes of the act. The 
court conceded that in a certain sense it 
might be discriminatory, but held that it 
was clearly not so arbitrary or injurious 
in character as to violate the due process 
clause of the Fifth Amendment of the 
Constitution. SEC v. Morgan, Lewis & 
Bockius et al. 209 F2d 44. 


Other Important Rulings 


Litigation Expenses. The United States 
district court allowed ordinary expenses 
incurred by a railroad in successfully de- 
fending an action to set aside an Inter- 
state Commerce Commission order and to 
enjoin operation of a tariff filed by the 
railroad, to be taxed as costs, but refused 
to accord the same treatment to attorneys’ 
fees, in the absence of express statutory 
authority. Kenny et al. v. United States 
et al. 118 F Supp 907. 


Reparation Claim Denied. The Illinois 
supreme court, in denying a shipper’s 
claim for reparation, held that a freight 
rate approved by the commission after a 
hearing as to reasonableness may not be 
termed excessive for the purpose of 
awarding reparation, notwithstanding 
that the rate has subsequently been set 
aside upon judicial review. Mandel Bros. 
Inc. v. Chicago Tunnel Terminal Co. et al. 
117 NE2d 774. 


Injunctive Relief Denied. A railroad 
required by the commission to continue 
operating two passenger trains between 
certain points could not seek injunctive 
relief, held the Mississippi supreme court, 
where a plain, adequate, and complete 
remedy was afforded by way of appeal 
from the commission’s order. Illinois C. R. 
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Co. v. Mississippi Pub. Service Commis- 
sion, 71 So2d 176. 


Rate Increase Approved. A requested 
rate increase that would produce a return 
in the range of 3 to 4 per cent was allowed 
a water company by the New Jersey de- 
partment since such return was below that 
which the department would have adopted 
as fair and reasonable, and the company’s 
present rates produced no return. Re 
Franklin Water Co. Docket No. 7864, 
April 21, 1954. 


Private Carrier Permit Dented. An ap- 
plication for a private motor carrier per- 
mit should be denied, held the Colorado 
commission, where no prospective ship- 
pers have testified as to the need for the 
proposed service, and the permit, if 
granted, would impair the efficiency of 
existing carriers. Re Errebo (C.D.), Ap- 
plication No. 12816-PP, Decision No. 
42447, April 14, 1954. 


Station Abandonment. The Minnesota 
commission, in denying a railroad’s re- 
quest for authority to abandon a station, 
commented that a railroad’s gross income 
from outgoing and incoming traffic must 
be considered in determining whether the 
company should be allowed to abandon a 


JUNE 24, 1954 








PUBLIC UTILITIES FORTNIGHTLY 


station or remove a depot. Re Chicago, M., 
St. P. & P. R. Co. A-2790, April 12, 1954. 


Number of Users versus Financial Re- 
sults. Statistics on the number of people 
using certain railroad trains provide a 
more dependable gauge to test the require- 
ments of public convenience and necessity 
for continued service than do the financial 
results of operation, commented the New 
Jersey department in denying a railroad’s 
request for permission to discontinue cer- 
tain passenger trains. Re Pennsylvania- 


Reading Sea-Shore Lines, Docket No. 
7575, April 21, 1954. 


Municipal Water Plant Tariff. A 
municipal water utility was directed by 
the Indiana commission to file a new tariff 
which would reduce monthly minimum 
charges found to be excessive, provide for 
hydrant rentals, and include flat rate serv- 
ice for contractors or others using water 
during the course of construction. Clark 
et al. v. Brownsburg Water Co. No. 
24282, April 21, 1954. 
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RE CENTRAL WISCONSIN GAS CO. 


WISCONSIN PUBLIC SERVICE COMMISSION 


Re Central Wisconsin Gas Company 


2-U-4119 
April 13, 1954 


PPLICATION of gas company for authority to establish new 
A rates; modified increase authorized. 


Apportionment, § 43 — Allocation of expenses between gas affiliates. 
1. The amount of utility plant in service is a factor to be considered in 
allocating management and supervision expenses among gas companies 
in a holding company system, p. 69. 

Apportionment, § 15 — Allocation of administrative and general expenses. 
2. The procedure for allocating administrative and general expenses among 
utility departments is for such expenses, other than injuries and damages, 
welfare and pension expense to be apportioned on the basis of the ratios 
which the amount of gross operating revenues, plant in service, and super- 
vised operating expenses for each utility department bears to the total for 
all utility departments, p. 69. 


Apportionment, § 15 — Allocation of general expenses. 
3. The subsidiary pipeline investments of a gas company and the revenues 
from interruptible customers have an effect on the amount of administra- 
tive and general expenses incurred by the gas system of which the company 
is a member and may not be ignored in the allocation of the expenses, not- 
withstanding a claim that no management or supervision is connected with 
these two phases of the company’s operations, p. 69. 


Expenses, § 83 — Payments to affiliated interests — Proof of allowance. 
4. A comprehensive analysis of holding company expenses and of the al- 
location thereof among companies of a system was given greater weight in 
the determination of the proper amount of these expenses to be allowed a 
gas company seeking a rate increase than a self-serving claim of the com- 
pany inadequately supported by factual data, p. 70. 

Valuation, § 25 —- Rate base — Date of determination. 
5. A rate base customarily is determined from average plant values at the 
beginning and end of a test period, but where there are no important addi- 
tions to the plant during a test period, the plant values at the end of the 
period can be used, p. 70. 

Expenses, § 118 — Uncollectible accounts. 


6. No allowance should be made for uncollectible accounts where a com- 
pany maintains an adequate reserve to cover these accounts and where, in 
any event, such accounts should be negligible because deposits can be de- 
manded and service disconnected to prevent loss, p. 71. 


Expenses, § 83 — Payments to affiliates — Transfer of customers. 


7. Payments by a gas company of $10 for fringe-area customers originally 
served by a bottled-gas affiliate and taken over by the utility were not 
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considered reasonable and proper operating costs, where no similar pay- 
ment was made for customers taken over from nonaffiliate competitors, 
p. 71. 


Expenses, § 80 — Merchandising and jobbing losses. 
8. The loss suffered by a gas company on the sale of a kitchen unit used for 
display purposes and carried on the books in the merchandising and jobbing 
inventory is not a proper charge to utility expenses, p. 71. 


Expenses, § 83 — Payments to holding companies. 
9. General expenses of a holding company for such items as the appor- 
tionment of various club expenses of holding company officials, costs of 
publishing annual reports to stockholders, tuition and expense for holding 
company official attendance at special management classes, and officials’ 
traveling and automobile expenses are clearly general holding company 
costs to be recovered through management fees and not as charges to the 
operating company, p. 72. 

Expenses, § 83 — Payments to parent company — Accounting services. 
10. Payments made by a gas company to an accounting firm for various 
services in setting up accounting systems and procedures and later remitted 
in part by the firm to the company’s parent to compensate the parent com- 
pany for part of the accounting work actually performed by officials of the 
parent company were not allowed as operating expenses because of the 
impropriety of the transaction and because the work of the parent com- 
pany’s officials should have been covered by the management fee paid to 
it annually by the operating company, p. 72. 


Depreciation, § 31 — Salvage consideration. 
11. A gas company’s depreciation of its trucks over a 5-year period without 
any allowance for salvage was modified to require recognition of a 20 per 
cent salvage value, p. 73. 


Return, § 92 — Gas company. 
12. A gas company was permitted a return of 6.96 per cent where a 6.5 
per cent return was considered adequate, so that a cushion would be pro- 
vided to meet any possible reasonable offset against the adjustments made 
in claimed expenses, p. 74. 


Expenses, § 84 — Payments to affiliated interests. ‘ 
Statement that the distribution of joint administrative and general expenses 
among companies of a holding company system is not an exact science and 
can be accomplished in many ways which give results within the zone of 
reasonableness, p. 69. 


¥ 


By the Commission: The Central 
Wisconsin Gas Company, Sparta, 
Monroe county, on October 21, 1953, 
filed an application with the commis- 
sion for authority to establish new rate 
schedules applicable to the cities of 
Sparta, Tomah, surrounding territory 
in Monroe county, and Waupaca and 
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surrounding territory in Waupaca 
county. Applicant’s request includ- 
ed: (1) the adoption of a uniform 
530 Btu content for all gas supplied, 
(2) conversion of rate schedules from 
a cubic foot to a therm basis, (3) in- 
crease in the management and super- 
vision fees paid to parent corporation 

















from $7,500 to $15,000, and (4) rate 
increases for general service and op- 
tional service of approximately $12,- 
000 with a reduction of $2,000 in the 
space-heating rate. Application grant- 
ed in part. 

Hearing scheduled for November 
10, 1953 was postponed at applicant’s 
request. Hearings were held in Madi- 
son on December 1, 1953, before ex- 
aminer Helmar A. Lewis, and on De- 
cember 17, 18, and 29, 1953, before 
examiner Samuel Bryan. 


APPEARANCES: Robert M. Rieser, 
Attorney, Madison, for Central Wis- 
consin Gas Company. 

Of the commission staff: W. E. 
Torkelson, chief counsel, E. M. Dow- 
ney, rates and research department, F. 
C. Huebner, accounts and finance de- 
partment, and S. A. Hofstedt, accounts 
and finance department. 


Applicant’s proposal to increase 
rates by $10,000 annually is denied. 

In the past applicant supplied 530 
Btu gas in Tomah and Waupaca, while 
the standard heating value of gas sup- 
plied in Sparta was 535 Btu. The 
adoption of a uniform 530 Btu gas 
throughout the territory served will 
be approved. 

Applicant’s proposal to convert its 
rate schedules from a cubic-foot to a 
therm basis will also be approved. 

In connection with the pending ap- 
plication for authority to increase its 
rates for gas service, Central Wiscon- 
sin Gas Company requested that the 
commission modify its previous re- 
striction (contained in the form of a 
letter to the holding company dated 
July 18, 1949) that the annual charge 
by said holding company to Central 
Wisconsin Gas Company, for manage- 
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ment and supervision services, be lim- 
ited to $7,500. The applicant now re- 
quests that said annual charge be in- 
creased from $7,500 to $15,000. Inas- 
much as the proposed increase in the 
amount of such management and 
supervision expenses is closely iden- 
tified with the requested increase in 
rates for gas service, the evidence and 
testimony presented by the company 
and the commission’s staff dealt, at 
length, with the charges by the parent 
company for its services. 

Central Wisconsin Gas Company is 
a Wisconsin corporation rendering 
gas public utility service in Sparta, 
Tomah, and Waupaca. Its capital 
stock is wholly owned by United Cities 
Utilities Company, a Delaware cor- 
poration, with offices in Chicago, IIli- 
nois. That holding company also con- 
trols 5 other gas-distribution compa- 
nies and 4 natural-gas pipeline 
transmission companies operating in 
various southern states. In addition, 
it controls Gas Constructioneering 
Company, which performs construc- 
tion activities and is affiliated with 
Metrogas, Inc., which conducts 
bottled-gas operations in the 17 com- 
munities served by the various gas- 
distributing subsidiaries. The hold- 
ing company performs management 
and supervision services for all of its 
subsidiaries and affiliates. 

During the 12-month period ended 
September 30, 1953, the operating ex- 
pense accounts of United Cities Utili- 
ties Company amounted to $154,778.- 
24 representing cost of management 
and. supervision services for sub- 
sidiaries and affiliates and the costs 
of operating the holding company. In 
addition, there was $24,658.72 of addi- 
tional expenses, of which $13,233.72 
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was allocated to gas-distributing sub- 
sidiaries based on the number of cities 
served, $10,000 was directly assigned 
to subsidiaries and affiliates, and $1,- 
425 was charged to Metrogas, Inc., 
as office rent. These amounts aggre- 
gate $179,436.96 and represent the 
total costs incurred by United Cities 
Utilities Company, for the twelve 
months ended September 30, 1953, in 
providing management and supervi- 
sion for subsidiaries and affiliates. A 
summary showing the general nature 
of these expense items is presented be- 
low: 


Salaries of officers, assistants, and 


RERSPROROO FU hark $88,463.07 

Salaries of clerical and general 
2 ee ee eee ere 19,644.91 
Directors’ fees and expenses ..... 1,975.53 
Expenses of officers'and employees 8,578.70 
Professional services ........... 15,689.84 
General office rent .............. 9,967.44 
Office supplies and expenses .... 8,330.38 
Telephone and telegraph ....... 3,846.19 
Corporate and fiscal expense .... 6,239.90 
Taxes other than income taxes .. 3,094.29 
bole. Ce ee 4,723.09 
Other expenses ................. 5,883.62 
Contingent expense ............. 3,000.00 
WIM See ee $179,436.96 


It was indicated, by company ex- 
hibit 17, that the total of these ex- 


Total costs —-> United Cities Utilities Company, year ended 


September 30, 
Assigned to: 


United Cities Utilities Company, holding company operations .... 
Gas Constructioneering Company, estimated cost for year 


penses for the calendar year 1953 
would be approximately $170,000, 
which is somewhat lower than for the 
twelve months ended September 30, 
1953. 

During the 12-month period ended 
September 30, 1953, Central Wiscon- 
sin Gas Company recorded in its books 
$12,995.17 of the total parent com- 
pany costs of $179,436.96 as sum- 
marized below: 


Charge authorized by commission . $7,140.00 


Portion of parent company’s costs 
in the amount of $24,658.72 of 
providing management and super- 
vision services which was charged 
to subsidiaries and affiliates .... 

Amount paid to Utility Services, 
Tupelo, Mississippi, which was 
then remitted to United Cities 
Utilities Company, who recorded 
receipts in income accounts .... 2,880.00 


Kede tian Aaskaie $12,995.17 


2,975.17 


The commission staff analyzed the 
expenses of the holding company to 
determine the amount of such expens- 
es which might reasonably be allocable 
to Central Wisconsin Gas Company. 
The results of this analysis, summar- 
ized from exhibit 19, are shown be- 
low: 


$179,436.94 


$8,819.11 
4,800.00 


Metrogas, Inc., computed by applying average of percentage rela- 
tionships of plant investment and revenues to combined amount 


for subsidiaries and affiliates 


18,219.53 


Merchandising activities of subsidiaries, one-half percentage relation- 
ship of merchandising revenues to combined merchandising and gas 


revenues of subsidiaries 


Balance representing cost of services to subsidiary utility companies 





$49,270.00 
$130,166.96 


Amount allocated to Central Wisconsin Gas Company based on percentage 


relationship of plant investment and revenues (7.93%) 


The company claims $15,000 annu- 
ally as a charge for the holding com- 
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$10,322.24 


pany services. Company witness 
Sieben testified that the proposed 














charge is on a judgment basis for the 
services performed. 

[1-3] The company’s counsel and 
witnesses criticize the commission 
staff’s allocation primarily on the basis 
that, if a formula allocation is to be 
used, utility plant in service should 
not be a factor but that the allocation 
should be on the basis of gas revenues 
and meters in service. Further, the 
company alleges that plant investment 
in subsidiary pipelines and gas reve- 
nues from interruptible industrial cus- 
tomers should not be considered in the 
allocation factor. 

The commission recognizes that the 
distribution of joint administrative 
and general expenses among the com- 
panies of a holding company system is 
not an exact science. Probably there 
are several allocation bases that might 
be used which would give results with- 
in the zone of reasonableness. But we 
cannot agree to the contention of the 
company that the amount of utility 
plant in service should not be consid- 
ered in allocating management and 
supervision expenses. In Docket 2- 
U-4019, relating to the allocation of 
administrative and general expenses 


Relationship 
Gas revenues, year ended 9-30-53 


Gas revenues, less industrial interruptible revenues, year ended 9-30-53 ....... 


Gas sales in therms, year ended 9-30-53 


Gas sales less industrial interruptible sales in therms, year ended 12-31-52 ... 


Meters in service, 12-31-5 
Supervised expenses, year 1952 
Utility plant in service, 12-31-52 


Utility plant in service, less subsidiary pipeline investment, 12-31-52 


Net additions to utility plant, 1952 


Long-term debt outstanding, 12-31-52 ......... 


It will be noted that the Wisconsin 
Company sells only 3.92 per cent of 
the total therm sales of the system. 
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among utility departments of Wiscon- 
sin utilities, this commission approved 
a procedure whereby such expenses, 
other than injuries and damages, em- 
ployee welfare expenses, and pensions, 
are apportioned on the basis of the 
ratios which the amount of gross oper- 
ating revenues, utility plant in service, 
and supervised operating expenses for 
each utility department bears to the 
total for all utility departments. This 
procedure was decided upon after a 
study by our staff and the interested 
Wisconsin utilities. 

With regard to the company’s 
claim that no management or super- 
vision is connected with subsidiary 
pipeline investments or revenues from 
interruptible customers, the commis- 
sion believes that both of these items 
have an effect on the amount of total 
administrative and general expenses 
incurred by the system and may not 
properly be ignored in the allocation 
of the expenses. 

As an indication of the size of the 
Wisconsin utility in relation to the 
entire utility subsidiaries of the United 
Cities system, the following table is 
presented : 


Central Wis. Gas 
Co. to Total United 
Cities Utilities Company 
Utility Subsidiaries (%) 





This factor is substantially lower than 
the allocation factor of 7.93 per cent 
used by the staff. It will be noted 
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further that Wisconsin had only 1.40 
per cent of the system net additions to 
plant during 1952. Management and 
supervision are involved in planning, 
financing, and constructing additions 
to utility plant in service. In past 
years the greater portion of plant addi- 
tions have taken place in the parent 
company’s southern subsidiaries; and, 
considering present conditions in cities 
served by the Wisconsin Company, it 
is likely that a similar condition may 
prevail in the immediate future. 

The company has not sustained its 
claim for an annual allowance of $15,- 
000 for reimbursement of holding 
company expenses. It has not met the 
burden of proof required by the stat- 
utes. 

[4] The commission staff has made 
a comprehensive analysis of the hold- 
ing company expenses and of the allo- 
cation thereof among companies of the 
system and to Wisconsin. The result 
is an objective analysis which is to be 
given greater weight than the self- 
serving claim of the utility inadequate- 
ly supported by factual data. 

It is our conclusion that $10,500 is 
the maximum annual amount allow- 
able to be paid by Central Wisconsin 
Gas Company for management and 
supervision rendered by United Cities 
Utilities Company, and the order here- 
in will so provide. 

[5] For purposes of this rate case 
the test period chosen covered the 
twelve months ended September 30, 
1953, as reflected in company exhib- 
its. In exhibit 16, however, applicant 
determined a rate base by averaging 
the estimated plant account for Decem- 
ber 31, 1953, and December 31, 1954. 
The commission customarily deter- 
mines a rate base from average plant 
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values at the beginning and end of the 
test period. There were no important 
additions to plant during the test pe- 
riod so that for purposes of this case 
the plant value at the end of the test 
period will be used. 

Applicant’s exhibit 16 shows a 
rate base as of September 30, 1953 as 
follows : 


Gross utility plant ............. $307,689.52 
Less depreciation reserve ...... 121,216.64 
$186,472.88 


Less excess overheads capitalized 


during previous 21 months .... 3353/7" 
$183,337.11 

Plus materials and supplies ..... 17,076.56 
working capital ........... 18,333.90 
Mistal® aicku..wsesesaess $218,747.57 


* This adjustment reverses entries capital- 
izing administrative and general expense items 
made during the test period, which the com- 
mission felt resulted in an excessive capital- 
ization of overheads. 


For purposes of this case applicant’s 
rate base as determined above will be 
accepted. 

The earnings of the utility for the 
test period have been the subject of 
considerable controversy. The follow- 
ing table reflects the adjustments made 
by the commission staff and the ad- 
justed income account for the test 
period as reflected in exhibit 20 with 
one exception explained in the note 
to the table: [See table on page 71.] 

Each adjustment not accepted by 
applicant is discussed in detail below: 

Adjustment (1) reducing revenues 
by salvage realized on retirement of 
transportation equipment has been 
concurred in by the company. 

Adjustment (2) eliminates pay- 
ments to the Tennessee Gas Company 
purportedly to cover salary and ex- 
penses of C. D. Rader. The staff 
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Income Statement 
12 months Ended September 30, 1953 


Operating Revenues 
Gas service revenues 
Other gas revenues 


Total 
Operating Revenue Deductions 
Gas-production expense 
Transmission and distrib. exp. .......... 
Customer accounting & collect’g. ....... 
Sales-promotion expense 
Administrative & general expense 
Depreciation 
Taxes other than income taxes 
Income taxes 
Administrative & gen. exp. trans. (Cr.) .. 
Joint expenses transferred (Cr.) 


Total 
Net Operating Revenues 








Staff . 

Per books adjustments Adjusted 
SIGGHIZ07° aS $183,112.07 
536.44 (1) $(536.35) 09 
$183,648.51 $(536.35) $183,112.16 
SSHUOPGS axes $85,091.65 
18,755.57 (2) (464.00) 18,291.57 
20,699.24 (3) 181.42 20,880.66 
6,461.29 (4) (541.46) 5,919.83 
2341527 (5)* 461.79 23,577.06 
S19023 hates 8,130.23 
12,110.97 (6) (3,817.03) 8,293.94 
2,688.02 (7)* 2,078.50 4,766.52 
(3;135:77) (8) SNOMED Ss enssice 
(2,278.65) (9) (4,781.59) (7,060.24) 
$171,637.82 $(3,746.60) $167,891.22 
$12,010.69 $3,210.25 $15,220.94 


* The above table reflects the effect on exhibit 20 of allowing $10,500 management fees instead 
of $10,000. Administrative and general expenses are $500 higher, and income taxes are $172.06 


lower. 


found no adequate explanation on the 
voucher or other company records 
covering this payment. Mr. O. H. 
Runde’s description of the work per- 
formed by Rader is unconvincing. He 
approved the payment of the invoice 
without any attempt to check its ac- 
curacy and testified that he did not 
know whether such bills were rendered 
periodically or “for a particular time 
that he renders service.’ He ex- 
plained that he didn’t see the “written 
invoices from Tennessee concerning 
his (Rader’s) services.” Knowing 
that this payment had been questioned 
at the previous hearing, the applicant 
should have supplied uncontroverted 
evidence that the payment was proper. 
This the applicant failed to do. 

[6] Adjustment (3) is made up 
of: (a) part of the total adjustment 
discussed in (2) above, and (b) an 
adjustment in the allowance for un- 
collectible accounts. This adjustment 


stems from the fact that the accumu- 
lated book reserve for uncollectible 





accounts of $2,887.22 is deemed ade- 
quate to cover bad accounts included 
in utility accounts receivable of $15,- 
676.73. Applicant contends the accu- 
mulated balance has no bearing on the 
question. The commission feels that 
the existence of an adequate reserve 
balance justifies its position. Uncol- 
lectible accounts should be negligible 
where deposits may be demanded and 
service disconnected to prevent loss. 
[7,8] Adjustment (4) consists of 
two parts, of which $252.50 represents 
payments made to an affiliate Metro- 
gas for customers added to the utility 
system which formerly took bottled 
gas from Metrogas. Fringe-area cus- 
tomers are originally served by bottled 
gas; and when later taken over by 
the utility a payment of approximately 
$10 for each customer is made to 
Metrogas. No similar payment is 
made for customers taken over from 
nonaffiliate competitors of Metrogas. 
We do not consider such payments to 
the affiliate as a reasonable or proper 
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operating cost. The balance of this 
adjustment represents a loss on the 
sale of a kitchen unit used for display 
purposes. This unit was recognized 
by company officials as a merchandis- 
ing unit and had been carried in the 
merchandising and jobbing inventory. 
When the unit was sold at a loss, it 
was entered on the books as a utility 
loss. The loss on the sale of mer- 
chandising and jobbing inventory be- 
comes a loss to that department and is 
not a utility loss. 

[9] Adjustment (5) is made up of 
five separate items. Part (a) in- 
creases operating expenses $3,992.88 
caused by closing out deferred items. 
Applicant concurred in this adjust- 
ment. Part (b) increases operating 
expenses $3,360 to reflect the manage- 
ment fees herein approved of $10,500. 
Part (c) increases operating expenses 
$274.74 to correct insurance costs. 
Applicant concurs. Part (d) reduces 
operating expenses $1,903.92, repre- 
senting general expenses of the hold- 
ing company billed to the Wisconsin 
utility in addition to the allowable 
management fee. It includes such 
items as an apportionment of various 
club expenses of holding company offi- 
cials, costs of publishing 1951 and 
1952 annual reports of the holding 
company to its stockholders, Univer- 
sity of Michigan tuition and expense 
for holding company official attend- 
ance at special management class, and 
costs of holding company officials’ 
traveling and automobile expenses for 
general purposes. We believe the 
staff adjustment is correct. These 
are clearly general holding company 
costs to be recovered through manage- 
ment fees. Part (e) reduces operat- 


ing expenses $5,261.91 and is made 
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up of several items. Applicant con- 
curs in certain adjustments totaling 
$810.66. Payments to Business Sta- 
tistics Org. Inc., an affiliated interest, 
of $1,000 is considered by the staff as 
a holding company cost to be covered 
by the management fee. 

[10] The balance consists princi- 
pally of amounts paid to Utility Serv- 
ices, Inc., of Tupelo, Mississippi, for 
accounting services which include 
$500 “for special services in connec- 
tion with 1952 review of accounts and 
closing accounting including work 
performed by general officers and cler- 
ical assistance from Chicago office.” 
There was also a direct charge from 
the holding company at about the 
same time to cover the time and ex- 
pense of a Utility Services official in 
Chicago to perform the same services. 
The Tupelo accounting firm billed the 
Wisconsin utility during the period 
under review a total of $2,880 as “cost 
of Chicago and Tupelo offices in con- 
nection with establishment of uniform 
systems for customer accounting, gen- 
eral accounting procedures, and plant 
accounting methods,” a _ substantial 
portion of which was then paid back 
to the holding company. In effect, the 
accounting firm hired officials of the 
holding company to assist it in ac- 
counting work for the subsidiary, an 
improper procedure. We feel that 
work of that nature performed by hold- 
ing company officials is done in the 
capacity of management and is covered 
by a proper management fee. In fact, 
in justifying the requested increase in 
the management fee, the duties of 
management were set forth by appli- 
cant in considerable detail and in- 
cluded: “Management would have to 
devote the time and would need to 





. 

















have the experience and ability to de- 
sign and supervise proper accounting 
procedure, develop proper accounting 
forms and records, and accurately and 
properly supervise the keeping of the 
general books and records of the com- 
pany and train the personnel in that 
regard.” 

Adjustment (6) is concurred in by 
the applicant. 

Adjustment (7) is dependent upon 
earnings as adjusted. 

Adjustment (8) is concurred in by 
the applicant. 


[11] Adjustment (9) is made of 
several items. Items totaling $1,598.- 
79 were concurred in by applicant. 
An item of $658.62 represents an ad- 
justment of depreciation expense on 
transportation equipment. Applicant 
uses a 5-year life on trucks. The staff 
adjustment recognized a 20 per cent 
salvage whereas applicant assumed no 
salvage. We believe the staff adjust- 
ment is more realistic. Other adjust- 
ments include $1,244.76, removing 
from utility operating expense the 
amount of social security taxes, fed- 
eral and state unemployment taxes, 
and workmen’s compensation insur- 
ance applicable to merchandising and 
jobbing labor expense and administra- 
tive and general labor expense of 
Metrogas, and $1,279.42 placing the 
apportionment of joint expenses to 
Metrogas on a uniform basis for the 
period under review and correcting for 
errors made by the company in the 
application of its apportionment pro- 
cedure. We do not believe that appli- 
cant has submitted adequate proof 
that any of the above adjustments are 
in error. 

“Applicant’s exhibit 24 commenting 
on staff adjustments has been re- 
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flected in some detail in the above dis- 
cussion. This exhibit summarizes the 
differences of opinion in the account- 
ing as follows: 

“(1) The P.S.C.W. staff has elim- 
inated, to as great a degree as possi- 
ble, various types of services which 
are considered by the company as pre- 
rogatives of management. The elim- 
ination of such charges, all of which 
are deemed necessary to the successful 
operation of Central Wisconsin Gas 
Company, should, in the opinion of 
the company, not be made. 

“(2) The P.S.C.W. staff has set 
up a management percentage of 6 per 
cent to cover loadings on all salaries 
and wages in connection with mer- 
chandising operations without consid- 
ering that jobbing expenses are han- 
dled primarily to promote the sale of 
gas and to furnish service to gas users. 

“(3) The P.S.C.W. staff has taken 
every possible step to charge Metrogas 
with expense, thereby reducing utility 
operating expenses, without consider- 
ing the actual cost of rendering such 
service to Metrogas. The company 
maintains that any profit secured from 
the sale of services to Metrogas should 
be considered as nonoperating reve- 
nue and not as deductions in operat- 
ing expense. 

“The above three items are the 
major differences of opinion. All of 
these items should be determined in- 
dividually and separately as to their 
justification since the inclusion or 
omission of any item will affect in- 
come taxes to the extent of approxi- 
mately 35 per cent of the item added 
to, or deducted from, operating ex- 
penses.” 

This exhibit then proposes two ad- 
ditional adjustments: 

3 PUR 3d 











WISCONSIN PUBLIC SERVICE COMMISSION 


(A) An adjustment to increase op- 
erating expenses in the amount of 
$2,469.34 which appears on the com- 
pany’s own records as the merchandis- 
ing and jobbing loss for the period. 
The reason given “while this loss in 
the amount of $2,469.34 may appear 
to be a merchandising loss, it is actu- 
ally utility company expense incurred 
in connection with keeping customer 
appliances in first-class operating con- 
dition and a loss experienced in con- 
nection with servicing appliances and 
miscellaneous services.” 

(B) An adjustment of $5,249.64 
in expenses chargeable to Metrogas. 
Exhibit 24 states: “The company 


AGREE ONCE Foss. o oss dale ne sess sneer 
Management expenses 
Rent 


Office salaries 
Office supplies and expenses ................ 


It is obvious that “actual costs” 
are not determined in the manner in- 
dicated above. Officials of the com- 
pany declined to affirm the statement 
of the accounting firm that Metrogas 
had been overcharged several thousand 
dollars. We do not agree with either 
of these proposed additional adjust- 
ments. 

In later exhibits the applicant intro- 
duced data designed to reflect opera- 
tions for the year ending December 31, 
1954. On the basis of its own exhibit 
29 the year 1954 will show better 
earnings than the period ended Sep- 
tember 30, 1953, even excluding the 
adjustment for the rate increase and 
for the increase in management fees. 
It has already been shown that the 
1953 figures include payments to the 
holding company of more than the 


3 PUR 3d 


has given consideration to the actual 
cost to the utility of rendering services 
to Metrogas. The actual cost of dis- 
trict management, local management, 
office salaries, office supplies, and rent 
and house service, amounts to $10,- 
034. The actual charge to Metrogas 
for these same items of expense dur- 
ing the year under review amounted 
to $15,284.44.” Management itself 
determined that the costs chargeable 
to Metrogas amounted to $15,284.44. 
The lower figure was determined by 
the Tupelo accounting company. The 
so-called “actual cost” of $10,034 was 
determined (exhibit 26) in the follow- 
ing manner: 


$.20 per meter 
5.00 per 100 meters or fraction 


20.00 per month plus $2.00 per 100 meters or 
fraction 


.30 per meter 
.10 per meter 


$10,500 herein approved so that any 
further adjustment to increase man- 
agement fees is excessive. Mr. Sieben 
speaking for management testified: 
“We therefore are willing to take our 
chances that the additional revenues 
which we will obtain in the natural 
growth of our business will be suffi- 
ciently in excess of the additional op- 
erating expenses to be incurred so 
that the additional gross profit on the 
additional volume will make up the 
apparent deficiency between the 63 per 
cent rate of return and the return indi- 
cated in exhibit 12.” 

[12] The adjusted net earnings of 
$15,220.94 provides a return of 6.96 
per cent on the rate base of $218,747.- 
57. While we believe that a 64 per 
cent return is adequate, we will allow 
the additional $1,000 (over a 63 per 














cent return) as a cushion and to meet 
any possible reasonable offset against 
the adjustments made herein. 

Applicant has not shown the need 
for an increase in rates at this time. 
However, we believe there is some 
merit in the $2,000 rate reduction pro- 
posed to apply to space-heating cus- 
tomers and to keep present earnings 
intact it will be necessary to increase 
general service rates in an amount 
sufficient to offset the reduction in 
space-heating rates. Since the file 
does not contain detailed consumer 
data, the order will authorize appli- 
cant to submit for our approval revised 
rates (therm basis) that will effect a 
reduction of about $2,000 to space- 
heating customers and an offsetting 
$2,000 increase to general-use cus- 
tomers. In submitting revised sched- 
ules applicant will be expected to sub- 
mit the necessary consumer data to 
allow the commission to check the 
effect of the proposed rates. With the 
change in rates applicant will also be 
expected to submit a revised fuel clause 
that will provide for changes based 
on shorter intervals than at present. 

The commission finds: 

1. That United Cities Utilities 
Company, a Delaware corporation, 
and Central Wisconsin Gas Company, 
a Wisconsin corporation, are affiliated 
interests, as defined in § 196.52, Wis- 
consin Statutes. 

2. That the reasonable cost of fur- 
nishing management, supervisory, en- 
gineering, accounting, legal, financial, 
or similar services by United Cities 
Utilities Company to Central Wis- 
consin Gas Company does not exceed 
$10,500 a year. 

3. That the arrangement whereby 
United Cities Utilities Company fur- 
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nishes such services to Central Wis- 
consin Gas Company is reasonable and 
consistent with the public interest, 
provided the charge therefor does not 
exceed $10,500 a year. 

4. That the existing schedule of gas 
rates of Central Wisconsin Gas Com- 
pany are unreasonable. 

5. That the book-value rate base 
for purposes of this case is $218,747.- 


6. That the rates herein authorized 
will provide earnings of at least 6.5 
per cent on the above rate base, which 
is a fair and reasonable rate of return 
on said rate base and which rates are 
reasonable and just. 

7. That the adoption of a uniform 
530 Btu gas throughout the territory 
served is reasonable. 

8. That the adoption of therm rates 
is reasonable. 

The commission concludes : 

That it has jurisdiction, under the 
provisions of § 196.52, Wisconsin 
Statutes, to supervise the terms and 
conditions of contracts and arrange- 
ments for furnishing of management 
and supervision services between a 
Wisconsin public utility and any af- 
filiated interest and that an order 
should be entered in accordance with 
the above findings of fact. 

That it also has authority under 
§§ 196.03, 196.20, and 196.37, Stat- 
utes, to authorize the applicant to 
adopt rate changes in accordance with 
the above findings of ultimate fact and 
that such an order should be issued. 


ORDER 


The commission therefore orders: 
1. That the approval of this com- 
mission, dated July 8, 1949, providing 
for the payment of a maximum annual 
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amount of $7,500 by Central Wiscon- 
sin Gas Company to United Cities 
Utilities Company for management 
and supervision services, be and the 
same is hereby rescinded. 

2. That written consent and ap- 
proval be and the same is hereby 
granted to Central Wisconsin Gas 
Company to pay for management and 
supervision and similar services ren- 
dered by, or caused to be rendered by, 
its affiliate, United Cities Utilities 
Company, not to exceed $10,500 a 
year, 

3. That Central Wisconsin Gas 
Company shall not pay, directly or in- 
directly, to any affiliate any amounts 
which would increase the aggregate 
charge for management and supervi- 


sion and similar services rendered by 
affiliates to more than $10,500 a year. 

4. That this order is expressly con- 
ditioned upon the reserved power of 
the commission to revise and amend 
the terms and conditions hereof if, 
when, and as necessary to protect and 
promote the public interest. 

5. That Central Wisconsin Gas 
Company submit to this commission 
within sixty days revised rates (therm 
basis) that will reduce the revenues 
from space-heating customers by ap- 
proximately $2,000 and that will in- 
crease the revenues from general-use 
customers a like amount, subject to 
the approval of this commission. 

6. That jurisdiction is retained. 





KENTUCKY COURT OF APPEALS 


W. F. Austin et ux. 


City of Livin et al. 


Additional Defendant: Louisa Water Commission 


— Ky —, 264 SW2d 662 
February 5, 1954 


uIT for declaration of rights to determine whether city or 

water commission should be held responsible for failing 

to continue supplying water to individual users outside city; 
lower court’s dismissal affirmed. 


Service, § 126 — Municipal plant — Refusal to serve users outside city. 
1. A city is not obligated to continue furnishing water to individual users 
outside the city merely because such users were permitted, for a short time, 
to purchase metered city water transported through a privately owned pipe- 


line, p. 78. 


Service, § 133 — Private water line — Refusal to allow tapping. 
2. The owners of a private water line may refuse individuals the right to 
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tap their line for city water if such individuals will not sign an agreement 
to share maintenance expenses and hold the owners harmless for any loss 
of service, p. 78. 


Public utilities, § 121 — Private water line — City water. 
3. Owners of a private water line outside a city, who charge a fee to each 
neighbor tapping the line and require an agreement to share maintenance 
expenses and hold the owners harmless for any loss of service, are not 
operating a public utility which is subject to regulation where the city has 
installed meters and makes all users, including the owners, to pay the regu- 
lar rate for city water transported through the line, p. 79. 


Procedure, § 10 — Dismissal — Failure to name individual board members. 


4. The court may properly dismiss a suit for declaration of rights against 
a board of water commissioners where the board is not a corporate body and 
the petitioners fail to name the individual members in their suit, p. 79. 


¥ 





APPEARANCES: M. J. See, Louisa, 
for appellants; Eldred E. Adams and 
C. L. Miller, Louisa, for appellees. 


MILLIKEN, J.: Appellants, W. F. 
Austin and Sophia Austin, his wife, 
filed this suit for a declaration of rights 
against the city of Louisa, the Louisa 
Water Commission, and three individ- 
uals, Lonnie Boggs, H. T. Kerns, and 
Con Limmings. They sought to have 
the trial court determine whether 
either the city of Louisa or the water 
commission had any responsibility in 
their failure to continue supplying 
them with water, and whether the in- 
dividual appellees have subjected them- 
selves to regulation by the public serv- 
ice commission in the operation of a 
certain private water line which they 
constructed at their own expense for 
approximately $1,500. 

Appellee, city of Louisa, filed a spe- 
cial demurrer which the trial court sus- 
tained. The individual members of the 
Board of Water Commissioners of 
Louisa filed a motion to quash service 
of summons and dismiss the case as to 
them. This also was sustained. Proof 
-was taken after answer by Boggs and 
his associates, and the trial court ren- 





dered judgment dismissing appellants’ 
petition. In doing so, the court ruled 
that Boggs, Kerns, and Limmings 
were not operating a “public utility.” 
The appellees, Lonnie Boggs, H. T. 
Kerns, and Con Limmings, and the 
appellants own homes on State Route 
No. 3, the Inez road, just east of the 
city of Louisa. The particular area 
is a “V” shaped piece of land formed 
by the confluence of the Levisa and 
Tug Forks of the Big Sandy river. 
Some time in September, 1949, the 
appellees Boggs, Kerns, and Limmings 
built a private water line from their 
homes across the Levisa Fork of the 
Big Sandy to a water main inside the 
city limits of Louisa. The line is of 
limited capacity, being only 2 inches 
in diameter at the river. When it had 
been completed, the three appellees be- 
gan using city water, and meters were 
installed at their homes by city em- 
ployees and regular city retail rates 
were charged for the water used. 
Subsequently, Boggs and his asso- 
ciates permitted neighbors to tap onto 
the line in question, until at the time 
this action was brought approximately 
twenty-two people in all were using it. 
Each neighbor who tapped onto the 
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line paid the original builders $100 
and signed a contract whereby he or 
she agreed not to hold the original 
builders responsible for loss of service. 
In addition, each person agreed to 
share the expense of maintenance. 

The troublesome situation in this 
case arose after a Mr. Griswold paid 
the $100, signed the contract, and con- 
structed a tap line from the original 
one to his house. This tap line lay on 
the highway right of way, and passed 
directly in front of the appellants’ 
home. Griswold put a connection in 
his line in front of the Austin house 
and they also tapped on. It is insisted 
this was done with the permission of 
Boggs and the others who had con- 
structed the line, but they deny their 
acquiescence. At any rate, the city 
employees placed a meter at the appel- 
lants’ home. It remained there for 
about two months during which the 
appellants paid the city for the water 
they used. 

An attempt was made to induce the 
appellants to sign the contract which 
the other neighbors had signed, but 
they refused to sign it. In the mean- 
time, the Griswold home became un- 
occupied and Boggs and his associates 
gave the Austins ten days’ notice by 
registered mail to sign the contract or 
have the water turned off. With the 
consent of Griswold, Boggs and his 
associates placed a valve at the point 
of connection between the Griswold 
amd Boggs line and thereby shut off 
the water, and city employees subse- 
quently removed the meter from the 
appellants’ home. 

Soon the Griswold property was 
rented and the water again turned into 
the tap line. About December 15, 


1949, the appellants tendered a check 
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for $100 to Boggs. The check bore 
the notation: “Tap fee on water line, 
no other fee to be collected on this 
now or forever, fee for line.” The 
check was returned. A short time lat- 
er it was discovered that the Austins 
had inserted a short pipe or “jumper” 
into the Griswold line. They admitted 
using water for several days without 
paying anyone for it. The jumper 
was removed. In July, 1951, the 
Austins installed a new bathroom in 
their home. Within four months, no 
agreement having been reached by the 
parties, this action was commenced by 
the Austins. 

Under the facts as we have recited 
them, we can come to no other con- 
clusion than that the trial court was 
correct in the rulings it made against 
appellants. 

[1] Appellants acquired no rights 
against the city of Louisa, merely by 
reason of the fact that a meter was 
installed in their home, and they were 
permitted to purchase city water for a 
short period of time. A municipally 
owned water company may extend its 
distribution system beyond the city 
limits, KRS 96.150, but in the case at 
bar it did not do so. It merely sold 
water to individual users outside the 
city, something it was empowered to 
do by statute, KRS 96.130, but not 
required to do. 


[2] Any rights appellants may have 
had to receive water depended neces- 
sarily upon the willingness of Boggs, 
Kerns, and Limmings to permit ap- 
pellants to tap onto the private line. 
Any permission which may have been 
granted was revoked when appellants 
refused to sign the contract. Since 
Boggs and his associates were within 
their rights in refusing to permit appel- 

















lants to continue using the line, it fol- 
lows that the city could furnish no 
water to appellants unless the latter 
built their own private line. The city 
could not be required to supply them. 
[3] Nor do we feel that appellants 
have any grievances against Boggs, 
Kerns, and Limmings which are 
cognizable at law. Clearly, the latter 
persons are not, as appellants contend, 
operating a public utility so as to bring 
them within the regulatory jurisdic- 
tion of the public service commission. 
The fee of $100 and the additional 
conditions in the contract, signed by 
some twenty or more neighbors who 
were permitted to use this limited line, 
represent a reasonable means of 
spreading the cost of construction and 
maintenance of the line. Moreover, 
the three men have meters installed in 
their homes and pay the city for the 
water used by them, just as any user 
within the city would be required to 
do. It is obvious that this is not a 
case of the distribution of water “for 
compensation” by Boggs and associ- 


AUSTIN v. LOUISA 


ates, KRS 278.010 (d), as would 
make the Boggs line a public utility. 
Aside from this contention, how- 
ever, appellants attempted to prove 
that Boggs, Kerns, and Limmings 
agreed in advance to let them use wa- 
ter from the Griswold tap line at a 
flat fee of $100 and without any other 
conditions. The trial court rejected 
appellants’ contention on this score 
when it dismissed the petition. In 
view of the conflict of evidence, we 
cannot say the trial court was in error. 
In the final analysis, the appellants 
again were not entitled to any relief. 
[4] By ordinance, the city of Lou- 
isa established a “board of water com- 
missioners.” The present action was 
brought against the “Louisa water 
commission,” but assuming the “board 
of water commissioners” was intended, 
this appellee was properly dismissed 
from the case because, not being a body 
corporate, its three individual mem- 
bers should have been named in order 
to bring the board before the court. 
The judgment is affirmed. 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Re Colonial Manor Water Company 


Docket No. 5801 
March 24, 1954 


PPLICATION by water company for authority to increase 
yi \ rates; modified rate increase authorized. 


Valuation, § 413 — Evidence — Appraisal — Right of cross-examination. 
1. Evidence consisting of an appraisal by a professional engineer of the re- 
placement value of present equipment was not given any weight in a rate 
proceeding where the engineer was not produced as a witness and, conse- 
quently, no opportunity of cross-examination as to the elements included in 


his appraisal was afforded, p. 81. 
79 
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Valuation, § 414 — Evidence — Books and records. 
2. A water company’s books and records which were recently reviewed by a 
firm of independent auditors provided accounts on which a fair and reason- 
able rate base could be predicated, p. 81. 


Return, § 24 — Attraction of capital. 
3. A water company was allowed a return which would afford rates com- 
patible with the value of service and which would not result in confiscation, 
but would encourage good management, reward efficiency, maintain and 
support credit, and enable the raising of money necessary to render adequate 
service, p. 81. 


Return, § 115 — Water. 
4. A water company’s return of 6 per cent on a book value rate base was 


considered fair and reasonable, p. 81. 


Expenses, § 19 — Income tax review. 


5. A water company’s expense for an income tax review was not allowed 
as an operating expense because it was of a nonrecurring nature, p. 82. 


APPEARANCES: Frank Sahl, for 
Colonial Manor Water Company. 
The following objectors appeared in 
their own behalf: George Gellenthin, 
Thomas Corson, Sevis Logan, Mrs. 
Anna Gilligan, Raymond Winter, 
Mrs. Clara Winter, Mrs. George 
Richardson, Betty Miller, Mrs. Elmer 
Weiss, and John Trautman. 


By the Commission: Colonial 
Manor Water Company (hereinafter 
called company), a public utility of 
New Jersey, filed increased rates on 
October 1, 1951. We suspended the 
proposed rates in accordance with stat- 
utory authority and set the matter for 
public hearing on November 28, 1951 
(postponed to December 12, 1951). 
At the hearing on December 12, 1951, 
several of the objectors stated reasons 
for their opposition to the proposed 
increase and the company presented 
part of its case. The company did not 
complete its evidence as to rate base, 
rate of return, the amount of revenue 
to be received from the proposed rates, 
or the estimated return to be received 
under present and proposed rates, and 
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the matter was taken off the calendar 
without date to give the company an 
opportunity to supplement the record. 
The company stipulated that the pro- 
posed rates would not become effective 
pending action of this board. In De- 
cember of 1953, counsel for the com- 
pany requested that the case be re- 
stored to the calendar and further 
hearing was held on January 21, 1954. 
The company was requested to submit 
certain additional information for the 
record which it did by March 15, 1954. 


The company’s annual reports to 
the board for the years 1952 and 1953, 
as well as this board’s decisions of July 
18, 1928, and June 23, 1948, relating 
to this company were incorporated in 
the record by reference. 

The company, incorporated in 1926, 
now supplies water to approximately 
206 consumers in a community known 
as Colonial Manor in West Deptford 
township, Gloucester county. The 
present rates were filed in 1948 and in 
general provide for a fixed annual 
charge of $25. The company proposes 
to increase the charge to $40, as is 

















more fully set forth in the schedule of 
rates made part of the filing. 

Proof of publication was submitted. 
Adequate notice of the public hearings 
was given. At the hearings the com- 
pany submitted testimony to the effect 
that its mains require extensive re- 
placement, that its water collection 
facilities are in need of general repairs, 
and that the present rates do not pro- 
vide sufficient income to permit it to 
continue to render safe, adequate, and 
proper service. 

[1,2] Two evidences of property 
value were submitted. Both evidences 
were presented by Mr. McEwen, a di- 
rector of the company. One, in the 
amount of $66,700, is an appraisal by 
a professional engineer of the replace- 
ment value of the present equipment. 
The engineer who made the appraisal 
was not produced as a witness in the 
case, therefore, it was not possible to 
cross-examine him on the elements 
which were included in his appraisal. 
Unsupported, we cannot give the ap- 
praisal weight. The other evidence of 
rate base is contained in the company’s 
Annual Reports. The 1953 report 
shows that the depreciated net invest- 
ment in plant and equipment, plus the 
balance in the materials and supplies 
account was $34,452. The company’s 
books and records were recently re- 
viewed by a firm of independent audi- 
tors and their restatement of the ac- 
counts and the results are reflected in 
the Annual Reports. We accept these 
results as reasonable and adopt $34,- 
452 as a fair and reasonable rate base 
for the purposes of this case. 

[3,4] No rate of return evidence 
was presented by the company. We 
will adopt a rate of return which 
should provide rates that are no more 


[6] 
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than the service is worth, nor so low 
as to result in confiscation, and rates 
which at the same time will encourage 
good management, reward efficiency, 
maintain and support credit, and en- 
able the raising of money necessary to 
properly discharge public duties. Aft- 
er considering the entire record and 
based upon our knowledge of the terri- 
tory served, the size of the company, 
its capitalization and financial condi- 
tion and requirements, and current 
cost of money, we find that a rate of 
return of 6 per cent on the rate base 
found herein would be fair and rea- 
sonable in this case. 

Details of the results of operation 
are contained in the company’s Annual 
Reports. We are of the opinion that 
the Annual Report for the year 1953, 
which was subject to accounting re- 
view and audit, reasonably reflects the 
company’s revenues and _ expenses. 
Details concerning the individual items 
of revenue and expenses were ex- 
plained in the record and were the 
subject of cross-examination. No 
question regarding these items was 
raised by the objectors. On these con- 
siderations we conclude that the In- 
come Statement contained in the An- 
nual Report to the board for the year 
1953, subject to adjustment explained 
hereafter, can reasonably be adopted 
for the purpose of testing the justness 
and reasonableness of the company’s 
proposal. For the year 1953, the re- 
port shows operating revenues of $5,- 
949. We are of the opinion that this 
figure is a reasonable indication of the 
revenues which the present rates will 
produce. The report lists operating 
revenue deductions of $4,168. In 
light of the company’s operating rev- 
enue deduction experience for the last 
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few years and making adjustment to 
include amortization of rate case ex- 
penses, we find that a reasonable allow- 
ance for operating revenue deductions 
is $4,500. Applying our finding of 
reasonable operating revenue deduc- 
tions to our finding of operating rev- 
enues under the present rates, indicates 
an operating income of $1,449. Re- 
lating this latter amount to our find- 
ing of rate base, indicates a rate of 
return of 4.2 per cent, which is lower 
than our finding of fair rate of re- 
turn. 

[5] The company’s application 
shows that under the proposed rates 
it is estimated that operating revenues 
would amount to $8,389, operating 
revenue deductions to $5,100, result- 
ing in an operating income of $3,289. 
At the hearing on January 21, 1954, 
the company increased its estimate 
of operating revenue deductions under 
the proposed rates to $5,700, which 
results in an adjusted operating in- 
come under the proposed rates of 
$2,689. However, the operating ex- 
penses of $5,700 include expenses asso- 
ciated with an income tax review 
which is a nonrecurring expense and 
it also includes an estimate of $1,200 
for depreciation whereas the actual 
expense for 1953 is $788. We will 
eliminate the nonrecurring item and 
will use the actual depreciation expense 
for the purpose of this decision. The 
company has made no adjustment for 
income taxes and, considering this 
item, we conclude that $4,500 is a rea- 
sonable estimate of operating revenue 
deductions. Deducting the $4,500 


from the estimate of revenues of $8,- 
389 produces $3,889 which amount 
indicates a return of 11.3 per cent 
which is in excess of our finding as to 
fair rate of return. 

It is apparent, therefore, that the 
company is entitled to some rate relief 
but not to the extent proposed in its 
filing. On the basis of the foregoing 
considerations, the board finds and 
determines : 

(1) That the existing schedule of 
rates is unjust and unreasonable in 
that it does not afford the company 
an opportunity to earn a fair return; 

(2) That the rates proposed by the 
company are unjust and unreasonable 
and would yield an excessive return 
and that such rates are, therefore, 
hereby disapproved ; 

(3) That a schedule of rates 
which, on the basis of the number 
of customers in December, 1953, will 
produce additional annual revenues of 
$920, is just and reasonable and 
should produce the rate of return 
herein determined to be fair; 

(4) That the company shall sub- 
mit for the consideration of the board 
within thirty days of the date hereof, 
a revised schedule of rates so designed 
as to produce an increase in annual 
operating revenues of not more than 
$920, as more particularly set forth 
in paragraph (3) above. 

The revised schedule of rates is to 
become effective with bills rendered 
in the ordinary course of business on 
and after April 1, 1954, but in no 
event shall such revised charges be 
applied retroactively. 
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NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Re Plainfield-Union Water Company 


Docket No. 7661 
March 24, 1954 


PPLICATION by water company for authority to increase 
L \ rates; increase authorized as modified. 


Valuation, § 48 — Rate base — Earlier value adjusted. 
1. No weight should be given to evidence presented to support a rate 
base claim when it does not purport to show fair value but is the result 
of adjustments to an earlier valuation, based on unsupported assumptions, 
and additionally subject to the infirmities of reproduction cost, p. 86. 

Valuation, § 168 — Rate base — Capitalization of expensed items. 
2. The commission will not allow, for rate base purposes, an accounting 
correction attempting to restore to fixed capital certain items that had 
formerly been charged directly to expense, since to permit such reaccount- 
ing would require revised depreciation studies of property which might no 
longer be in existence, p. 87. 

Valuation, § 302 — Materials and supplies — Construction materials. 
3. The commission excluded from a water company’s rate base part of the 
materials and supplies account containing property to be used both for 
construction and maintenance where the company failed to sustain the 
burden of establishing the percentage applying to each category, p. 88. 

Valuation, § 225 — Contemplated construction — Inclusion in rate base. 
4. An allowance for certain recommended capital improvements should be 
included in a water company’s rate base, although the property is not 
presently in existence, where the company has already expended some 
funds in preliminary surveys, where the major projects will be in plant 
and equipment for the greater part of the year and the financing to provide 
the necessary construction funds must precede the actual construction, 
p. 88 

Return, § 26 — Cost of equity capital — Water company. 
5. An 84 per cent allowance was deemed fair for the cost of equity capital as 
an element in the fair return of a water company, p. 


Return, § 115 — Water company. 
6. A return of 5.8 per cent was considered fair for a water company, 
p. 88 
¥ 
APPEARANCES: Joseph F. Auten- ment of the Attorney General; Carl H. 
rieth and William H. Speer, for Warsinski, for township of Cranford 
Plainfield-Union Water Company; and Inter-Municipal Water Commit- 
William E. McGlynn, for the People tee; John Andrew Reid, for borough 
of the State of New Jersey, by appoint- of North Plainfield; Salvador Diana 
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and Michael A. Paticchio, for city of 
Plainfield; George Kidder, for bor- 
ough of Roselle; Joseph A. Lettieri, 
for borough of Roselle Park; Robert 
S. Snevily, by William F. Bass, for 
town of Westfield. 


By the Commission: Plainfield- 
Union Water Company (hereinafter 
sometimes referred to as company ), on 
August 31, 1953, and January 6, 1954, 
filed increased rates for water service 
designed to provide additional annual 
revenues of $582,500. 

In the original filing of August 31, 
1953, which was to become effective 
on October 1, 1953, the company esti- 
mated that those proposed increased 
rates would produce “an estimated in- 
crease of approximately $382,500 in 
the gross annual revenues.” (Appli- 
cation page 1) i.e., an increase “of 
about 25 per cent in gross revenues.” 
The company’s reasons for filing the 
increased rates are set forth in para- 
graph 4 of the filing and may be sum- 
marized as a desire to earn a fair 
return on its investment in plant and 
equipment and to offset increased 
costs of its operation. 

On September 9, 1953, the board 
issued an order suspending the pro- 
posed increased rates until January 1, 
1954, and fixed October 20, 1953, as 
the time for public hearing on the 
question of the justness and reason- 
ableness of the company’s proposal. 
That suspension order also required 
that the company give notice of its 
proposal and of the time fixed for hear- 
ing to its customers and to the attor- 
ney general. The record indicates that 
the company complied with the notice 
requirements. The board issued a 
second suspension order on December 
16, 1953, which further suspended the 
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company’s proposal until April 1, 
1954. 

On January 6, 1954, the company 
amended its original filing to include a 
further increase of 10 per cent on all 
of the rate changes originally proposed 
plus a 10 per cent increase in rates for 
municipal service (no changes in mu- 
nicipal service had been included in 
the original filing). The amendment 
states that a copy thereof would be 
mailed to all counsel who had entered 
an appearance and to the clerks of the 
municipalities in the company’s serv- 
ice area, and that a news release would 
be inserted in the newspapers pub- 
lished and circulated in the service area 
explaining the scope and purpose of the 
amendment. In the amended filing, 
the company estimated that the total 
of the proposed increases would result 
in an “increase in the charges for water 
service for the year 1954 in the sum 
of $582,500 over the existing rates 
now in effect” which would “increase 
gross revenues 37.3 per cent.” 
(Amended Application pages 1 and 
2.) The reason given for the addi- 
tional increase is to take into consid- 
eration an “additional investment to 
improve service deficiencies” 
(Amended Application page 2) set 
forth in a report and recommendation 
of a firm of engineers, which will be 
discussed herein. 

Hearings were held on eight days 
between October 20, 1953, and Feb- 
ruary 8, 1954. Eight witnesses ap- 
peared and presented testimony and 
exhibits. The transcript consists of 
870 pages and the record contains 34 
main exhibits. In addition, the com- 
pany’s regular reports to the board 
were made part of the record by ref- 
erence. Briefs were filed by counsel 














for the company and the state rate 
counsel. 

Neither the state rate counsel nor 
any of the municipalities presented 
their objection by the use of a direct 
case, but did participate by vigorous 
cross-examination. Most of the mu- 
nicipalities in the company’s service 
area presented a joint resolution, 
which indicates that the municipalities 
would rely upon the board to set a just 
and reasonable rate for the water 
service provided by the company, and 
that they oppose any rate increase, 
based upon future capital expenditures, 
until such installations would be com- 
pleted and placed in service. These 
expenditures relate to proposed serv- 
ice improvements to avoid a recurrence 
of the company’s recent water shortage 
experience. 


Service Deficiencies 

During the summer of 1953, the 
company’s source of supply was deplet- 
ed because of a drought. On June 27, 
1953, the delivery of water was com- 
pletely cut off for a number of hours. 

Following the receipt of several 
complaints, this board issued certain 
directives to the company, contained 
in a letter, date July 2, 1953. In es- 
sence, the board required the company 
to notify it, within one week, of the 
“steps your company is now taking 
and will take, to minimize the 
possibility of any further service inter- 
ruptions” and to submit within sixty 
days, “a survey and report concerning 
the capabilities of your water supply 
system in relation to customer require- 
ments, together with appropriate rec- 
ommendations and plans to assure the 
rendering of safe, adequate, and proper 
service.” 

The company acknowledged receipt 
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of the board’s directive in a letter, 
dated July 6, 1953. This letter set 
forth the steps that the company was 
then undertaking to assure safe, ade- 
quate, and proper service and assured 
the board that the company would re- 
tain engineers for the purpose of mak- 
ing such survey. 

The company employed the profes- 
sional engineering firm of Buck, 
Seifert and Jost to make the survey 
and recommendations. Because the 
survey and report could not be com- 
pleted within the 60-day time limit, an 
extension of ‘time until November 2, 
1953, was sought and granted. 


The result of the engineers’ survey 
is contained in a Report upon Water 
Supply Situation of the Plainfield- 
Union Water Company (hereinafter 
referred to as the survey) which was 
introduced at the hearing on Novem- 
ber 13, 1953, and marked Exhibit 
P-20. The survey attributes the serv- 
ice deficiencies to inadequate sources 
of supply, inadequate storage facilities, 
and inadequate systems for transmis- 
sion and distribution. These deficien- 
cies are alleged to result from the rapid 
rate at which the company’s territory 
has grown in population and in de- 
mand for water. The survey forecasts 
an intensification of the company’s 
problems in this regard. To immedi- 
ately alleviate these inadequacies, the 
survey recommends an expenditure of 
approximately $1,000,000 for capital 
improvements, principally in the item 
of mains, the securing of additional 
well supplies, and the entering into of 
a contract with Elizabethtown Water 
Company Consolidated for a firm sup- 
ply of water. 

The record contains Exhibit P-31 
which is the contract between Eliza- 
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bethtown Water Company Consoli- 
dated and the company, providing for 
a minimum daily supply of 2,000,000 
gallons and a maximum daily supply 
of 3,000,000 gallons. 

The argument in the company’s 
brief for including the sum of 
$1,000,000 in its rate base is “based 
upon the company’s intention to carry 
out that program,” it refutes the state- 
ment “‘that the company has no inten- 
tion of carrying them out” which is 
the position the company says is taken 
by the objectors. 

The municipalities offered no alter- 
native suggestion to remedy the serv- 
ice deficiencies nor did they allege that 
the estimate was excessive. The col- 
lective opinion of the company and its 
experts is included in the survey, and 
in the testimony of its president and 
general superintendent. The latter 
two affirmed the recommendation in 
the survey but differed as to details in 
routing or timing. All agreed that 
the work should be begun in advance 
of the summer of 1954 so that the 
customers could have the advantage of 
the additional facilities. These costs, 
although not now incurred, are so im- 
minent that in our determination of 
this case we will give consideration to 
the fixed capital and other costs shown 
in the survey. 


Test Year 

The company presented estimated 
operating income related to a claimed 
rate base under present and proposed 
rates for the years 1953 and 1954. 
Since the close of the case we have re- 
ceived the company’s 1953 actual in- 
come statement and find the results to 
be substantially the same as estimated. 
The 1953 income statement reflects 
unusual revenue and expense condi- 
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tions due to the drought during that 
year, and does not reflect the cost of 
service improvements hereinbefore dis- 
cussed. Under all of the circum- 
stances, we will use 1954 as the test 
year for the purposes of this case. 


Rate Base 

[1] Two types of rate base calcula- 
tions were introduced by the company. 
One was taken from the company’s 
books and records and the other was 
based on a court decision. 

The latter was presented by Mr. A. 
Seifert, who is a member of the engi- 
neering firm that prepared the survey. 
Mr. Seifert developed a rate base by 
starting with a 1926 valuation, estab- 
lished by a special master in connection 
with a rate proceeding undertaken by 
the company at that time. He added 
net additions to date, repriced retire- 
ments, and made adjustments for de- 
preciation, consumer advances, and an 
additional allowance for working capi- 
tal. In projecting his rate base for 
the year 1954, Mr. Seifert added 
$1,000,000 to represent the major 
construction items recommended in 
the survey, and one-half the estimated 
depreciated net additions for the year 
1954. 

It appears to us that the result is a 
conglomeration of a 1926 value, cost, 
and estimate. The record indicates 
that Mr. Seifert’s knowledge of the 
valuation found by the special master 
was limited to the special master’s re- 
port, and for this reason he had to 
make a number of assumptions as to 
the special master’s findings. For in- 
stance, Mr. Seifert testified that the 
special master used reproduction cost 
prices but that he (the witness) did 
not know what date the prices repre- 
sented nor did he know what method 














of depreciation was adopted by the 
special master. 

Thus we have the situation of a non- 
characterizable rate base, composed of 
several nonrelated elements, which in 
itself would seem of doubtful value, 
but, in addition, is subject to all of the 
infirmities of reproduction cost (see 
Re New Jersey Power & Light Co. 
(1951) Decision in Docket No. 5121, 
91 PUR NS 331, and Re New Jersey 
Bell Teleph. Co. (1951) Decision in 
Docket No. 5068, 91 PUR NS 161). 
The witness admitted that the rate 
base which he was presenting was not 
fair value, which is the criterion which 
this board must follow in establishing 
rates. This admission is set forth in 
the following excerpt from the tran- 
script : 


Q.. . . did you take this special 
master’s report, under instructions, 
and then proceed from there on to 
determine the fair value of this com- 
pany in your opinion? 

A. I have not determined any fair 
value. 


Q. On Schedule 6 of Exhibit P-14 
didn’t you determine that the fair value 
of the property was $7,439,155? 

A. No Sir. 


Under such circumstances, the board 
will give no weight to this evidence. 

The other evidence as to rate base 
was presented by the company’s ac- 
counting witnesses. The evidence in 
this regard was presented principally 
by Mr. Squire, a certified public ac- 
countant with the accounting firm of 
Peat, Marwick, Mitchell & Co. Mr. 


Squire presented not only audited cur- 
rent financial statements but also a 
fixed capital study from the date when 
the present titled company was formed, 
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as a result of a consolidation in 1906, 
up to August 31, 1953. He testified 
that the balance sheet item of Plant 
and Equipment represented “original 
cost” except for a “write-up” which 
was entered on the books in 1906. 
According to the testimony this write- 
up was not made in an attempt to re- 
flect any valuation, but was made to 
balance the assets at that time with the 
newly issued securities. Mr. Squire 
also testified with respect to two ac- 
counting entries made in the years 
1931 and 1951. These involve the 
sale by the company of property in 
Elmora and Westfield, respectively. 
He testified that the profit from the 
sales of these properties was credited 
to Earned Surplus rather than Depre- 
ciation Reserve as is required by the 
Board’s Uniform System of Accounts 
for Water Utilities. 

[2] We will take official notice of 
the fact that in the 1951 sale the com- 
pany applied for a deviation from the 
accounting requirements on the sale 
of property. This request was granted 
and the deviation allowed. However, 
no such deviation was requested or 
granted in connection with the 1931 
sale of the Elmora property. Mr. 
Squire’s fixed capital study also con- 
tains a correction of certain accounting 
treatment followed by the company in 
1906. At that time, it was the policy 
of the company to charge certain fixed 
capital items directly to expenses. Mr. 
Squire’s study attempts to restore 
these items to fixed capital. We, how- 
ever, will not allow this accounting 
correction for rate base purposes. It 
is not an error in the usual sense of 
the word but is a “reaccounting” as of 
a latter date. To permit such “reac- 
counting” would require revised de- 
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preciation studies of the property 
which, in fact, may no longer be in 
existence. 

The company’s brief at pages 6 and 
7 summarizes the evidence as to “the 
historical book cost rate base at orig- 
inal cost” plus an allowance of $300,- 
000 for working capital. The brief 
says that “the average rate base on 
this basis for the year 1954 is $7,473,- 
970.86.” That figure gives effect to 
the normal net additions for 1954, the 
$1,000,000 investment to improve 
service, the increase in depreciation 
reserve, customer advances, and con- 
tributions as well as the elimination of 
the 1906 write-up. It does not, how- 
ever, reflect the adjustments for the 
sale of the Elmora property ($162,- 
332), the “reaccounting” heretofore 
described ($884), and an allowance 
for the 1954 depreciation accrual on 
the major improvements ($2,850), 
which reduce the calculation to 
$7,307 ,904.86. 

[3] As indicated above, the amount 
of $300,000 is included for working 
capital. This is the amount used by 
Mr. Seifert in his Exhibit P-14. 
However, Mr. Seifert said, “Another 
witness is prepared to testify as to the 
working capital requirements of this 
company at the present time.” The 
company’s secretary and treasurer, 
Mr. Winslow, presented Exhibit P-18 
which shows a working capital re- 
quirement of $327,786. It consists of 
cash working capital of $141,625, pre- 
paid insurance of $9,913, minimum 
bank balances of $50,000, and mate- 
rials and supplies of $126,248. The 
calculation supporting the cash work- 
ing capital of $141,625 is reasonable 
but we do not believe that in addition 
to that amount the company requires 
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$50,000 to maintain minimum cash 
balances. Mr. Winslow testified that 
the company’s material and supplies 
account contains property to be used 
both for construction and for mainte- 
nance. He was, however, unable to 
estimate what percentage of this ac- 
count would apply to either of the two 
categories. The burden of establish- 
ing this percentage is upon the com- 
pany and since the company has failed 
to carry this burden of proof, we are 
of the opinion that an allowance of 
$100,000 for materials and supplies 
will be equitable. Accordingly, we 
will allow $250,000 for working capi- 
tal in this case. 

[4] As heretofore indicated, we 
will include in rate base the $1,000,000 
allowance claimed by the company to 
complete the recommendations in the 
survey. At first glance, it might ap- 
pear that such an allowance is unfair 
to the consumers who would now be 
charged rates based on property not 
presently in existence. However, con- 
sideration should be given to the fact 
that the company has expended some 
funds in preliminary surveys, that 
these major projects will be in plant 
and equipment for the greater part of 
the year, and that the financing to pro- 
vide the necessary construction funds 
must precede the actual construction. 
As a result of all the foregoing, and 
our consideration of the entire record, 
we conclude that the fair value of the 
average rate base for the year 1954 is 
$7,257,900. 


Rate of Return 

[5, 6] Evidence as to rate of return 
was presented by Mr. Reis, president 
of the firm of Reis & Chandler, Inc., 
financial analysts and investment ad- 
visors specializing in public utility 














matters. Mr. Reis concluded that 6.75 
per cent was a fair rate of return for 
this company. He formed his conclu- 
sions from certain cost of capital 
studies introduced in evidence as Ex- 
hibit P-21. He supplemented Exhibit 
P-21 with details of his calculations 
and studies in Exhibit P-21A. Mr. 
Reis found that the cost of presently 
outstanding bonded indebtedness was 
3.07 per cent. He estimated that, 
based on his study of electric, gas, and 
water utility bonds “rated A by 
Moody’s,” the cost of new bond money 
would be 4 per cent. Subsequent im- 
provement in the condition of the bond 
market caused him to change his esti- 
mate when he was cross-examined on 
January 27, 1954, to a cost of new 
bond money of 3# per cent. Mr. Reis 
calculated the cost of equity capital at 
11 per cent. This equity cost is not 
based upon a cost of money study be- 
cause, “I didn’t approach the problem 
of measuring the cost of common stock 
capital by the use of earnings price 
ratios because I didn’t think that they 
afforded any valid basis for determin- 
ing such costs.” His result was ob- 
tained from a study of the net pro- 
ceeds realized by water companies issu- 
ing common stock between 1948 and 
1952, which the witness testified 
showed that the average cost of the 
14 offerings contained in his study was 
10.38 per cent. Using this study as a 
“tool,” Mr. Reis applied his judgment 
and found that a reasonable cost of 
common equity for this company 
would be 11 per cent. 

From these results, Mr. Reis made 
three cost of money calculations. The 
first, based upon the present capital 
structure with a debt ratio of 56 per 
cent, shows the cost of capital to be 
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6.69 per cent. In the second, he as- 
sumed the issuance of $1,960,000 ad- 
ditional mortgage bonds, maintenance 
of the present debt ratio, and conclud- 
ed that the cost of capital would be 
6.7 per cent. In his third calculation, 
he assumed the same debt ratio, the 
issuance of $2,460,000 of additional 
bonds, and the issuance of additional 
common capital stock for a net con- 
sideration of $500,000 and arrived at 
a cost of capital of 6.8 per cent. From 
these three calculations, Mr. Reis con- 
cluded that a fair return for the com- 
pany would be 63 per cent. 

In our calculation of the fair rate of 
return, we have considered the cost of 
bond money testified to by Mr. Reis as 
well as the continued downward trend 
in cost of debt. We will include in 
our calculations an assumed issuance 
of additional securities of $2,960,000 
(in part to replace $1,660,000 of pres- 
ently outstanding notes). 

We are unable to agree with Mr. 
Reis’ finding as to cost of equity capital 
because we are not convinced that 
“average of net proceeds” for so few 
companies at spot dates provides a 
reasonable basis to establish such cost. 
We further note that Mr. Reis’ reason 
for discounting the current annual rate 
of dividends as a measure of the cost 
of common stock capital is, “The cur- 
rent rate of dividends is inadequate to 
support a market value in reasonably 
favorable balance with the book value 
of the company’s stock.” An exam- 
ination of Exhibit P-—33, which con- 
tains a balance sheet at December 31, 
1953, indicates that the book value of 
the company’s common capital stock 
on that date was $50.10 per share. If 
earned surplus is adjusted to eliminate 
the 1906 write-up and to correct the 
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1931 accounting error on the sale of 
the Elmora property, the indicated 
book value per share is reduced to 
$43.95. Mr. Reis testified on January 
27, 1954, that the present market price 
of the stock was then “$54 or $55.” 
Even though these are spot prices, it 
would seem to indicate that the current 
dividend rate is maintaining the 
market price of the stock from a mini- 
mum of 8 per cent to a maximum of 
25 per cent above its book value. 
These percentages should come close 
to satisfying Mr. Reis’ requirement, 
“. . . that it is necessary and de- 
sirable, particularly in a boom period 
such as we have had and inflationary 
period such as we have had, that 
market values be well in excess of book 
values.” However, in this particular 
case we agree with Mr. Reis that the 
current dividend rate is not a fair 
measure of the cost of common equity 
albeit not necessarily for the reasons 
given by him. In our opinion, such 
cost lies somewhere below the cost 
adopted by him. After a careful con- 
sideration of the record, and bearing 
in mind the company’s operations, its 
financial condition, and future financ- 
ing needs, we are of the opinion that 
83 per cent is a full and fair allowance 
for the cost of equity capital as an ele- 
ment in fair rate of return. We con- 
clude that a fair rate of return for this 
company, when applied to the 1954 
rate base found supra, is 5.8 per 
cent. 


Estimated 1954 Return under Present 
and Proposed Rates 

The company’s evidence as to oper- 

ating income for various periods, both 

at present rates and the proposed rates, 

is contained in Exhibits P-19 and 

P-19 (1A, 1B, 4A, 4B, and 4C). 
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Since we have adopted the year 1954 
as a test year, it would serve no useful 
purpose to discuss the operating re- 
sults for other periods. It should be 
noted that the company’s 1954 income 
statements contemplate the completion 
of all the expenditures, both routine 
and for major improvements (particu- 
larly completion of the recommenda- 
tion contained in the survey). Both 
the basis for and the amounts of the 
items of estimated revenues and ex- 
penses used in the 1954 estimate were 
subjected to searching cross-examina- 
tion by the state rate counsel, counsel 
for the municipalities, and by mem- 
bers of the board’s staff. No adjust- 
ments or revisions were proposed, and 
we find no adequate basis in the record 
for adjusting the operating income as 
presented by the company. We will 
therefore adopt as reasonable the esti- 
mated 1954 operating incomes set 
forth in these exhibits. 

Schedules 4 and 4A of Exhibit 
P-19 show an estimated operating in- 
come under present rates for the year 
1954 of $301,200, which when adjust- 
ed for rate case expenses becomes 
$296,800. These amounts related to 
our finding as to rate base ($7,257,- 
900) produce 4.15 per cent and 4.09 
per cent respectively and are lower 
than our finding as to fair rate of re- 
turn. Therefore, the company is 
entitled to some increase in rates. 
Exhibit P-24 indicates that under the 
proposed rates, the company estimates 
that operating income would amount 
to $583,800. This amount related to 
our finding as to rate base ($7,257,- 
900) is 8.04 per cent, which is in ex- 
cess of our finding as to a fair return. 
Therefore, the company is not entitled 
to as great an increase as it proposes. 

















Findings and Determination 

On the basis of the foregoing con- 
siderations, the board finds and deter- 
mines that: 

(1) The existing schedule of rates 
is unjust and unreasonable in that it 
does not afford the company an oppor- 
tunity to earn a fair return. 

(2) The schedules of rates pro- 
posed by the company are unjust and 
unreasonable in that they would yield 
an excessive return and the said pro- 
posed schedules are, therefore, hereby 
disapproved. 

(3) The company is entitled to an 
increase in rates but not to the full 
extent proposed by it. 

(4) A tariff which, on the basis of 
the number of customers at December 
31, 1953, will increase annual revenues 
by $272,280, is just and reasonable, 
and on the basis of return received 
should produce a rate of return of 5.8 
per cent on a rate base of $7,257,900. 

(5) The company shall submit for 
the consideration of the board, within 
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fifteen days of the date of this decision, 
a revised tariff designed so as to pro- 
duce an increase in annual revenues of 
$272,280, as more particularly set 
forth in paragraph (4) above; to be- 
come effective with bills rendered in 
the ordinary course of business, cover- 
ing use of water subsequent to April, 
1954, meter readings. 

(6) That the company shall forth- 
with commence its program to carry 
out substantially all of the recom- 
mendations contained in the survey 
and any and all other steps necessary 
to assure that its service shall be safe, 
proper, and adequate by the early sum- 
mer of 1954. 

(7) That the company shall file 
monthly reports, commencing with 
April 1, 1954, not later than the 10th 
day of each succeeding month, setting 
forth in reasonable detail the amounts 
expended, the progress being made, 
and the percentage of the work com- 
pleted, described in paragraph (6) 
above. 





FEDERAL POWER COMMISSION 


Re Amendment to Uniform System of 
Accounts for Natural Gas Companies 


Docket No. R-126, Order No. 171 


April 21, 


Fr 


1954 


ROCEEDING to determine method of accounting for federal 
income taxes resulting from accelerated amortization; ac- 


counting procedures prescribed. 


Accounting, § 28.1 — Accelerated amortization — Income taxes. 


Gas companies obtaining emergency certificates from the Internal Revenue 
Bureau, permitting the accelerated amortization of defense facilities, were 


91 


3 PUR 3d 








FEDERAL POWER COMMISSION 


required by the Federal Power Commission to maintain their books of 
account so that the amount equal to the reduction of federal income taxes 
resulting from such amortization would be reserved; charges and credits 
would be made on the books after the amortization period of amounts equal 
to the additional federal income taxes payable because of the exclusion 
from the computation of depreciation on facilities previously amortized in 
their entirety until the reserve would be exhausted or the facilities retired 
from service, provided, however, that each charge should be sufficient to 
amortize the balance in the reserve applicable to any facility over its 
estimated remaining life; and provided further that any applicable balance 
remaining in the reserve, after retirement of the property, shall be disposed 
of as authorized or directed by the commission. 


(Draper, Commissioner, dissents. ) 


* 


By the Commission: The commis- 
sion under date of June 16, 1953, gave 
notice of its intention to amend the 
Uniform Systems of Accounts Pre- 
scribed for Public Utilities and 
Licensees and Natural Gas Companies 
and of Annual Reports, Forms Nos. 
1 and 2 to Provide for Accounting and 
Reporting of Provisions for Federal 
Income Taxes Resulting from Acceler- 
ated Amortization. 

General public notice of the pro- 
posed rule making was given by pub- 
lication of notice in the Federal Reg- 
ister on June 27, 1953 (18 FR 3698), 
and oral argument was heard on the 
proposed amendments on October 16, 
1953. 

The commission finds: 

(1) It is necessary and appropriate 
for the purposes of the administration 
of the Natural Gas Act that the Uni- 
form System of Accounts for Natural 
Gas Companies and Annual Report, 
Form No. 2, be amended as herein- 
after provided so as to provide for 
accounting and reporting of federal in- 
come taxes resulting from accelerated 
amortization. 

(2) Good cause exists that these 
amendments should become effective 
January 1, 1954. 
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(3) Good cause exists to reserve 
for future disposition the amending of 
Uniform System of Accounts Pre- 
scribed for Public Utilities and Li- 
censees and Annual Report, Form No. 
1, to provide for accounting and re- 
porting of provision for federal income 
taxes resulting from accelerated amor- 
tization. 

The commission, acting pursuant to 
the authority granted by the Natural 
Gas Act, particularly §§ 8, 10, and 16 
thereof (52 Stat 821, 825, 826, and 
830; 15 USCA §§ 717g, 717i, and 
7170), orders: 

(A) Part 201—Uniform System of 
Accounts for Natural Gas Companies, 
Subchapter F—Accounts, Natural Gas 
Act, Chap I, Title 18, Code of Federal 
Regulations, be and the same is hereby 
amended to prescribe therein the 
changes set forth in the accompanying 
Attachment No. 1 which states the 
details of the amendments hereby 
adopted. 

(B) Part 260—Statements and Re- 
ports, Subchapter G, Natural Gas Act, 
Chap I, Title 18, Code of Federal 
Regulations, be and the same is hereby 
amended to prescribe therein the 
changes set forth in the accompanying 
Attachment No. 2 which states the 
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details of the amendments hereby 
adopted. 

(C) The amending of the Uniform 
System of Accounts Prescribed for 
Public Utilities and Licensees and 
Annual Report, Form No. 1, to pro- 
vide for accounting and reporting of 
federal income taxes resulting from 
accelerated amortization be and the 
same is hereby reserved for future dis- 
position. 

(D) The amendments to Parts 201 
and 260 of Chap I, Title 18, Code of 
Federal Regulations herein prescribed, 
shall become effective on January 1, 
1954. 


Details of Amendments 
to 


18 CFR, Part 201 


Only the additions to or changes 
in the text of the Uniform System of 
Accounts for Natural Gas Companies 
are set forth herein. The first change, 
as may be noted, is adding two new 
accounts, namely, Account 507-A— 
Provision for Deferred Income Taxes 
—and Account 507-B—Credits to 
Operations Arising from Federal In- 
come Taxes Deferred in Prior Years 
—Cr., after Account 507, Taxes, at 
page 88 of the present pamphlet pub- 
lication of the System of Accounts. 
The second change is adding a new 
account, Account 259—Reserve for 
Deferred Federal Income Taxes, after 
Account 258, Other Reserves, at page 
37 of the present pamphlet publication 
of the System of Accounts. In the 
Code of Federal Regulations the new 
Accounts 507—A, 507-B, and 259 will 
become §§ 201.507—-A, 201.507-B, 
and 201.259, respectively, of Part 201 
of Title 18 of the Code. 
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Income Accounts 
I, Utility Income 


New Account No. 507—A 

Provisions for Deferred Federal In- 
come Taxes. This account shall be 
debited monthly and Account 259, Re- 
serve for Deferred Federal Income 
Taxes, shall be credited with an 
amount equal to any reduction of fed- 
eral income taxes payable by the utility 
resulting from using accelerated amor- 
tization of the cost of any of the 
utility’s facilities rather than deprecia- 
tion expense normally used in comput- 
ing taxable net income. 


Credits to Operations Arising from 
Federal Income Taxes Deferred 
in Prior Years—Cr. 


New Account No. 507-B 

A. Upon expiration of the amor- 
tization period during which provi- 
sions have been made for deferred fed- 
eral income taxes (see Account 
507-A), this account shall include 
credit amounts equal to the additional 
federal income taxes payable by the 
utility due to exclusion from the com- 
putation of depreciation for federal in- 
come tax purposes of costs previously 
amortized. 


B. This account shall be credited 
monthly and Account 259, Reserve for 
Deferred Federal Income Taxes, shall 
be debited, after the expiration of the 
amortization period for any facility, 
until the applicable amount in Account 
259 is exhausted or the facility is re- 
tired from service; provided, however, 
that such monthly amount shall be 
sufficient to amortize the balance in 
Account 259 applicable to any facility 
over its estimated remaining service 
life. 
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Balance Sheet Accounts 
XI. Reserves 


Reserve for Deferred Federal Income 
Taxes 


New Account No. 259 

A. This account shall be concur- 
rently credited with amounts charged 
to Account 507—A, Provision for De- 
ferred Federal Income Taxes, and 
concurrently debited with amounts 
credited to Account 507—B, Credits to 
Operations Arising from Federal In- 
come Taxes Deferred in Prior Years 
—Cr. 

B. This account shall be credited 
monthly and Account 507—A, Provi- 
sion for Deferred Federal Income 
Taxes, shall be debited with an amount 
equal to any reduction of federal in- 
come taxes payable by the utility re- 
sulting from using accelerated amor- 
tization of the cost of any of the 
utility’s facilities rather than deprecia- 
tion expense normally used in comput- 
ing taxable net income. 

C. This account shall be debited 
monthly and Account 507-B, Credits 
to Operations Arising from Federal 
Income Taxes Deferred in Prior 


Years—Cr., shall be credited upon the 
expiration of the amortization period 
for any facility with amounts equal to 
the additional federal income taxes 
payable by the utility due to exclusion 
from the computation of depreciation 
for federal income tax purposes, of 
the costs previously amortized until 
the applicable amount in this account 
is exhausted or the facility is retired 
from service; provided, however, that 
such monthly amounts shall be suffi- 
cient to amortize the balance in this 
account applicable to any facility over 
its estimated remaining service life. 

D. The utility is restricted in its use 
of this account to the purposes set forth 
above. It shall not transfer the reserve 
or any portion thereof to surplus, nor 
make any use thereof, except as pro- 
vided in the text of this account, with- 
out the prior approval of the commis- 
sion. 

E. Any applicable balance remain- 
ing in this account after the retire- 
ment of all property constructed or 
acquired under a particular certificate 
authorizing accelerated amortization 
shall be disposed of as authorized or 
directed by the commission. 
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MADISON v. YARDLEY WATER & POWER CO. 


PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Y 


William J. Madison 


Yardley Water & Power Company 


Complaint Docket No. 15962 
March 15, 1954 


_ igeorseone by customer that water company’s rates are 
excessive and discriminatory; dismissed. 


Rates, § 151 — Reasonableness — Former rates — Flat rate and meter basis. 
1. The sole fact that a customer’s water bills are 43.21 per cent higher 
than previous bills, although the company had been granted only a 15 per 
cent rate increase, does not render the rates excessive, where the difference 
in charges is due to the fact that the present bill was computed on a meter 
basis and the former on a flat rate basis, p. 96. 


Discrimination, § 42 — Flat and meter rate customers. 
2. A water company is not discriminating against a customer by computing 
his bill on a meter basis while other customers are on a flat rate basis, 
where the company’s tariff allows a change to a metered basis at the discre- 
tion of either party and the company is in the process of metering all cus- 


tomers, p. 96. 


By the Commission: On April 30, 
1951, Yardley Water and Power 
Company, respondent, filed with the 
Commission Supplement No. 1 to 
Tariff Water—Pa. P.U.C. No. 7, pro- 
posed to become effective July 1, 1951. 
This tariff proposed increases in all 
metered rates and in all flat rates, in- 
cluding rates for public fire protection 
service. 

On June 26, 1951, at C. 15283, 
the commission instituted an investi- 
gation on its own motion and the 
proposed rates were suspended to 
April 1, 1952. The commission, on 
March 31, 1952, issued an order ter- 
minating its investigation, lifting the 
suspensions, and allowing the pro- 


posed rates to become effective, with 
the exception of metered rates which 
were ordered revised. 

William J. Madison, on August 13, 
1953, filed a complaint, alleging 
a that the metered rates were 
excessive , and further, that 
he is being discriminated against be- 
cause of having to pay metered rates 
when many of respondent’s customers 
are still paying flat rates.” 

A hearing was held September 29, 
1953, and testimony concluded on that 
date. The burden of proof is on com- 
plainant. 

Yardley Water and Power Com- 
pany was incorporated December 19, 
1900. At June 30, 1953, respondent 
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furnished water service to 1,166 cus- 
tomers and furnished public fire pro- 
tection service in the borough of Yard- 
ley and adjacent territory in Lower 
Makefield township, Bucks county. 

[1] Complainant’s allegation that 
the metered rates are excessive ap- 
pears to rest on his representation that 
his bills for the period October 1, 
1952, to June 30, 1953, are 43.21 
per cent higher than his bills for the 
period October 1, 1950, to June 30, 
1951; whereas, Supplement No. 4 to 
Tariff No. 7, as approved by the com- 
mission, provided for a 15 per cent in- 
crease in the rates set forth in Tariff 
No. 7. However, the difference in 
charges is due to the fact that com- 
plainant’s bills for the period October 
1, 1950, to June “30, 1951, are com- 
puted under respondent’s flat rates, 
whereas complainant’s bills for the pe- 
riod October 1, 1952, to June 30, 
1953, are computed under respond- 
ent’s metered rates. 

[2] Complainant’s allegation of 
discrimination appears to rest on the 
fact that he was changed to a metered 
rate basis, while others of respondent’s 
customers are on a flat rate basis. 
Respondent’s tariff, Rule Nos. 11 and 
12, clearly states that a customer may 
be changed to a metered basis at the 


discretion of either party. Further- 
more, respondent states that it is in the 
process of metering all customers and 
expects to complete this program by 
July, 1954. From September 30, 
1951, to June 30, 1953, respondent has 
increased the number of customers 
receiving metered service from 25 to 
447, including 192 new customers, an 
average of 20 per month. 

It is not to be expected that a 
metering program can be accomplished 
overnight or within a short period of 
time. As long as a public utility pur- 
sues such a program diligently, it can- 
not be said to be discriminatory be- 
cause one customer is placed on a 
metered basis before another. It does 
not appear that respondent has been 
derelict in its metering program—it 
will have completed the program for 
all its 1,666 customers within a pe- 
riod of less than three years. 

Regarding rates for metered service, 
no showing has been made by com- 
plainant that such rates are exces- 
sive. 

The record clearly indicates that 
complainant has not sustained the 
burden of proof; therefore, 

It is ordered: That the complaint 


at C. 15962 be and is hereby dis- - 


missed. 
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Save Space 
Lessen Possibility of Error 


with 


DELTA-STAR'S 


NEW “R-2K” 
REGULATOR 
BY-PASS SWITCH 


A new concept eliminates the necessity of the typical two- 
blade construction and employs a “co-axial” blade in 
which one blade is inside the other. This provides a clean, 
sturdy, compact unit with a low reactance drop and 
reduced loss from skin effect or crowding of current to the 
surface of the conductor. 


This switch combines three switches in one—a switch on 
either side of the regulator to disconnect it from the cir- 
cuit and a third switch to act as a by-pass. In building all 
three switches as a unit, complete switching is simplified 
and space is saved. Closing or opening is accomplished 
by one operation, thus reducing the possibility of error. 


Contacts of the new “R-2K” By-Pass Switch are hard 
drawn copper with silver inlays backed up by beryllium 
copper springs and are the same as those on standard 
Delta-Star hook switches. Blades are equipped with a 
pryout device for ease of operation. These switches are 
guaranteed to carry full rated continuous current and 
corresponding short time current. 


“R-2K” By-Pass Switches are available 
with or without interrupter in 400 and 600 
ampere capacities at 7,500 and 15,000 volts. 
Write for complete information. 
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QUIPMENT H. K. PORTER COMPANY, INC. 
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LTA-STAR 2437 FULTON STREET, CHICAGO 12, ILLINOIS 
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Service-Utility body lockers are triple-sealed against dirt and moisture. 
Doors are fitted with recessed handles, slam-action catches, and keyed-alike 
cylindrical locks for full protection. Ladder racks, vise brackets, and pipe sup- 
ports are also available, providing everything needed for every type of work. 


When you put INTERNATIONAL Trucks with 
Service-Utility bodies into operation in installation 
or service call work, you get more work done per 
day. 


The Service-Utility body provides all-steel lock- 
ers, with compartments of varying sizes, for orderly 
storage of all the tools, parts, and equipment needed 
to do a number of different jobs. Thus, there is no 
costly labor-time wasted in job-to-shop trips for 
needed or forgetten items. 


And INTERNATIONAL Truck quality further low- 
ers your operating costs. Famous INTERNATIONAL 





International Harvester Builds MCCORMICK® Farm Equipment and FARMALL® Tractors... 






INTERNATIONAL HARVESTER COMPANY ¢ CHICAGO 


i 


|| 


engines assure top performance with maximum 
economy. INTERNATIONAL Tough-Job engineering 
and all-truck design mean utmost dependability, 
long life, and lowest maintenance expense. 


INTERNATIONAL Trucks with Service-Utility bod- § the 


ies are available in nine models, with 77-inch body 


lengths for 115-inch wheelbases, 89-inch lengths for § 


127-inch wheelbases and 96-inch lengths for 134- 
inch wheelbases. GVW ratings, 4,200 to 8,600 Ibs. 


Ask your INTERNATIONAL Dealer or Branch for || 


complete details on these time-saving, money-sav- 
ing workshop trucks. Time payments arranged. 


Motor Trucks... Industrial Power...Refrigerators and Free 


Better roads mean a better Amer * 


[| INTERNATIONAL TRUCKS: 


“Standard of the Highway” 
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Central & Southwest Corp. 
Has $60,000,000 Program 


NTRAL and Southwest Corpora- 
mn spent over $55,000,000 on con- 
uction last year, the largest in 
s history, according to John S. 
borne, president. 

Two 33,000 kw generating units 
I ere placed in operation during the 
ar, and work was carried on in 
nection with three additional units 
bving total capability of 195,000 
lowatts. These are all scheduled for 
vice prior to the summer peak 
ds of 1954. 

| Preliminary estimates indicate new 
mstruction in 1954 will require ex- 
mnditures in excess of $60,000,000. 


$80,000,000 to Be Spent by 
General Telephone in 1954 


ONALD C. POWER, president of 
eneral Telephone Corporation, New 
ork, N. Y., has reported that the 
stem gained 23,244 telephones in the 
st quarter this year. 
Mr. Power said expenditures in 
P54 for plant expansion will be 
the neighborhood of $80,000,000. 
fhis will be the largest construction 
ogram in the history of General 
elephone. 


ew, Low-Cost Standard Duty 
Ground Clamp 


1EW “economy” ground clamps de- 
tloped by Anderson Brass Works, 
ic, Birmingham, Alabama, are now 
failable in three sizes . . . $ in., $ in., 
hd 2 in. 

}According to the announcement, 
ty are designed to give high pres- 
re contact in a wide variety of stand- 
rd applications. They are cataloged 
§ Anderson’s GC Type Ground 
lamp for parallel cable connection to 
Md or pipe. 

Bodies are made of high-strength 
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cast bronze alloy, and the square head 
bolts are silicon bronze. They are de- 
signed to withstand Mercurous Nitrate 
Specifications ASTM B-154-51 and 
the more severe ABW 124-2, thereby 
giving added insurance against stress 
corrosion and seasonal cracking. 


Powered Cable Puller Draws 
1200 lb. Dead Weight 


BACK-BREAKING conduit jobs are 
made easy by a Powered Cable Puller 
that operates on 115v a-c or d-c and 
draws 1200 lb. dead weight, equiva- 
lent to the pulling power of eight men, 
according to the manufacturer, Barth 
Corporation. 

The machine is portable and can be 
operated in any position for either 
pushing or pulling purposes. It pushes 
25’ of fish tape per minute around five 
90 deg. bends, stopping automatically 
if conduit is obstructed, or it pulls 15’ 
of wire per minute into ?” to 2” con- 
duit. The unit provides 175’ of 0.060” 
x }” usable tape. 

For more data, write Barth Corpo- 
ration, 12650 Brookpark Rd., Cleve- 
land 29, Ohio. 


Atlantic City Electric Company 
Wins Two National Awards 


THE Sales Promotion Department of 
Atlantic City Electric Company re- 
ceived two National Awards at the 
Annual Sales Conference of Edison 
Electric Institute in Chicago recently. 
The citations were given for outstand- 
ing achievement in the field of electric 
sales promotion for 1953. 

The company won first place in the 
George A. Hughes Awards, spon- 
sored by Hotpoint Company, for out- 
standing performance in the promo- 
tion and sale of electric cooking 
equipment to food service establish- 
ments. The second award was granted 
by The Farm Journal, a national farm 
magazine, in honor of the late Frank 
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Watts, well known proponent of farm 
electrification. This recognition was 
for achievement in the field of electric 
soil heating cable applications to farm 
customers. Both are national awards 
and open to competition among all 
electric utility companies in the United 
States. 

The commercial cooking award was 
won for installing 5756 kilowatts of 
load in the equipment connected dur- 
ing the year. The average was 5 kilo- 
watts per eating place, far above the 
national figure of one kilowatt per 
sale. 


Millions of Users for “All-Year" 
Gas Air Conditioning Foreseen 


USERS of “all-year” gas air condi- 
tioning, now numbered in thousands, 
will be increased to millions in a few 
years, according to a sales forecast 
made by H. R. Nielsen, manager of 
the Air Conditioning Division of Ser- 
vel, Inc., of Evansville, Ind. 

Mr. Nielsen’s prediction was in- 
cluded in a talk on “Bright Horizons 
for Gas Air Conditioning” at the Mid- 
West Regional Gas Sales Conference 
of the American Gas Association. 

“Tn 1953, approximately one mil- 
lion tons of new air conditioning ca- 
pacity was added to buildings in 
America,” Mr. Nielsen said. “Twen- 
ty thousand tons of this new capacity 
was gas-operated. This is only 2 per 
cent of the total, and seems like an 
insignificant job. But, if we eliminate 
the extremely large systems from this 
figure, and the room cooler, and con- 
sider only that tonnage sold for pur- 
poses where gas could compete, gas air 
conditioning secured 15 per cent of 
the total. This is a vastly different pic- 
ture, when it is considered that there 
are 31 electric contenders for this 
business against one gas product.” 

Mr. Nielsen pointed out that this 


(Continued on page 24) 
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INDUSTRIAL PROGRESS—( Continued) 


20,000 tons of new gas air condition- 
ing capacity consumes 4,488 therms 
of gas every hour it is used for cool- 
ing purposes, and that this consump- 
tion is equivalent to that of 125,000 
gas refrigerators and about 150,000 
gas ranges. 

Mr. Nielsen told the gas utility rep- 
resentatives that Servel is spending 
more money on gas air conditioning 
development than ever before in the 
company’s history. One of the latest 
evidences of this intensified research 
was the introduction last year of a 2- 
ton direct-fired year-round gas air 
conditioner, suitable for air condition- 
ing homes and other buildings with up 
to 1,200 square feet of area. 

“The principle of direct-fired air 
conditioning,” he said, ‘‘makes it prac- 
tical for the first time to introduce gas 
cooling-only units, which may be 


added to existing warm air furnaces 
to provide year-round air condition- 
ing. These cooling-only units will per- 
mit us to approach every one of mil- 
lions of users of gas-fired warm air 
furnaces with an attractive gas cool- 
ing sales story. From the utilities’ 
standpoint, it is a wonderful way to 
fill the summer valley in the heating 
customers’ gas usage curve.” 


Southern California to Spend 
$73,000,000 This Year 


THE Southern California Edison 
Company plans to spend approximate- 
ly $73,000,000 this year on new con- 
struction and expansion of existing 
facilities, according to Harold Quin- 
ton, president. This compares with an 
annual average of about $67,000,000 
in the previous five years. 

The company has more than dou- 


bled its effective steam capacity d 

ing the postwar period to a prese 
total of 969,500 kw and has und 
construction two additional  stea 
generating units which will add mo 
than 30,000 kw to the system. Pla 
are in process for the development q 
additions to hydroelectric generati 
facilities which now account fq 
slightly more than half of the co 
pany’s capacity. 


W. Harvey Thompson in Executi 
Post with H. K. Porter Co. 


W. HARVEY THOMPSON ha 
been named Assistant to the Executi 
Vice President of H. K. Porter Co 

pany, Inc. 

He succeeds R. F. Allen who ha 
been elected a vice president in charg 
of Porter’s Buffalo Steel Division. 

(Continued on page 26) 














The offering is made only by the Prospectus. 


$50,000,000 


This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 


Public Service Electric and Gas Company 


First and Refunding Mortgage Bonds, 344% Series due 1984 


Dated May 1, 1954 Due May 1, 1984 


Price 102.915% and accrued interest 


The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these securities in such State. 


HALSEY, STUART & CO. INc. 
BEAR, STEARNS & CO. BLAIR, ROLLINS & CO. 
INCORPORATED 
EQUITABLE SECURITIES CORPORATION LADENBURG, THALMANN & CO. 
MERRILL LYNCH, PIERCE, FENNER & BEANE L. F. ROTHSCHILD & CO. 
COFFIN & BURR HORNBLOWER & WEEKS 
. INCORPORATED 
BAXTER, WILLIAMS & CO. G. H. WALKER & CO. WEEDEN & CO. 
INCORPORATED 
AUCHINCLOSS, PARKER & REDPATH WILLIAM BLAIR & COMPANY 
GREGORY & SON HIRSCH & CO. COOLEY & COMPANY 
INCORPORATED 
SHEARSON, HAMMILL & CO. J.C. BRADFORD & CO. COURTS & CO. 


IRA HAUPT & CO. KEAN, TAYLOR & CO. WM. E. POLLOCK & CO., INC. 


May 27, 1954. 
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Have you looked into 


TOMORROW'S TRUCK TODAY? 


In just 5 years of production... 






This startlingly new idea in 
Motor Trucks has become a 
familiar sight on America’s 
streets and highways 








5 YEARS AGO The White Motor Company introduced an entirely owners have cost records to prove that the White 3000 reduces 

new type of truck—completely functional—designed to reduce delivery costs spectacularly. The White Roll Call of owners of 

delivery cost because it could do more work per day or per ten or more is published as unassailable proof of this fact. 

mile. So new and different, other manufacturers thought the If you have not had the White 3000 demonstrated in your 

White 3000 of little consequence, at the time. service—to see for yourself its ability to cut your delivery time 
TODAY ... just five years later. . . thousands of successful fleet and costs—call your White Representative today. 


THE WHITE MOTOR COMPANY 
Cleveland 1, Ohio 


For more than 50 years 
the greatest name in trucks 













waterline 


Construction Time Cut in Half 


IN KALAMAZOO, MICH. a trench for 8” cast iron concrete- 
lined pipe was being dug in soft loose soil always in danger 
of caving in. Pipe was being laid at only half the possible 
speed of trenching—so excavating was slowed accordingly 


to minimize the risk of cave-ins. 


The City Light and Water Utilities overcame this situation 
by putting a Cleveland Model 80-W on the job to handle 
and lay pipe. The one-man-operated 80-W not only per- 
formed all the pipe installation operations fast enough to 
permit full-time trenching but also performed the addi- 
tional backfilling required by this job speed-up. Net result: 
construction time for the entire project was cut in half. 


Write for descriptive literature and specifications or get 
the full story on CLEVELANDS from your local distributor. 


tj~x 


a 


‘a 


THE CLEVELAND TRENCHER Lf o 


ee 
Pioneer of the Modern Trencher 
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CP&L to Spend $50,000,000 
In 1954 and 1955 


CAROLINA Power & Light Cy 
pany has spent $117,000,000 for 
construction alone since VJ Day. 

The company will spend fa $ 
000,000 this year and an equal amo 
next year for new construction. | 
installing a 150,000-horsepower g 
erating unit near Wilmington for 
eration by mid-summer with anot 
of like size due there within anot 
year. 


Gas Industry Accident Rat 
Lowest in 14 Years 


THE lowest accident frequency 
in the past 14 years was chalked 
last year by the gas utility indu 
in the United States, according t 
report issued by the American ( 
Association. The report, entitled “F 
ployee Accident Experience of 
Gas Industry: 1953,” contains d 
from 405 gas utilities and pipel 
companies representing about 90 
cent of the industry’s employees. 

For the sixth successive year 
frequency rate has declined. In 19 
the gas industry had 12.92 disabl 
injuries per million man-hours of 
posure, a rate that was 10.3 per cf 
| lower than in 1952. 
































New, Heavy Duty 
Line Construction and 
Maintenance Body 


MORYSVILLE Body Works 
announced the addition to their | 
of a new heavy duty municipa 
body for water and gas line constr 
tion and maintenance work. ‘Desigt 
for chassis rated 2 to 2} tons, this 
service body has an overall length 
134 feet, with a CA dimension of 10 

Interior features include d¢ 
lipped stowage shelves ; choice of dq 
ble drum winch or air compress 
rear door with window ; and, forwa 
a 4-man crew compartment. 

Exterior features include: two s 
tion sliding roof ; ladder hooks ; ha 
grips ; rear step ; towing hook ; thre4 
ing machine; derrick poles (and i 
length pole compartment) ; and d 
rick pole mounting brackets. 

For further information, w 
Morysville Body Works, 813 S. Reé 
ing Ave., Boyertow n, Pennsylv ani 






















Management Changes at 
Pacific Coast Engineering Ca 
THE Pacific Coast Engineering 


engineers and builders of cust 
equipment for electrical generati 


(Continued on page 28) 



















You may find 


a fresh approach... 


Tackling utility company problems daily .. . 
maintaining close and continued contact with 
the financial world gives us an understanding 
of the complex field of utility financing and 
investor relations which may be of help to you. 











A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at Digby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET + NEW YORK 15, N. Y. 


Capital Funds over $123,000,000 Total Resources over $1,400,000,000 


Wituram N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department—Joun F. Curios, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 

















INDUSTRIAL PROGRESS—( Continued) 


projects, has announced the election 
of C. H. Ramsden, formerly presi- 
dent of the firm, to the office of chair- 
man of the board. Mr. Ramsden has 
served as head of the company since 
1939, 

Will C. Hall, previously vice presi- 
dent and general manager, has been 
elected president and general manager 
to succeed Mr. Ramsden. He has been 
associated with the firm since 1936 
first as junior engineer, then chief esti- 
mator, and later chief engineer. 

C. D. Ramsden has been named 
vice president and chief engineer. 

Headquarters of Pacific Coast En- 
gineering Co. are located at Alameda, 
California. The firm also maintains 
offices in Los Angeles, California. 


I-T-E Issues Bulletin on 
High Voltage Switchgear 


I-T-E Circuit Breaker Company has 
issued a 24-page guide to its high volt- 
age switchgear. Illustrated with dia- 
grams and photographs, the bulletin 
contains separate sections on features, 
switchgear components, applications, 
specifications, and construction data. 
Detailed information is tied in with 


easy-to-see photographs and diagrams. 
The booklet also deals with extra serv- 
ices which are available to users of 
switchgear. 

Copies of the bulletin (No. 7004 B) 
may be obtained from I-T-E- Circuit 
Breaker Co., 19th and Hamilton sts., 
Philadelphia 30, Pa. 


Powers-American Adds to Line 
Of Hydraulic Derricks 


THE Powers-American Division, 
McCabe-Powers Auto Body Com- 
pany, has announced an addition to 
its Pole-Master line of hydraulic der- 
ricks. The new unit, designated Series 
HD-4-70 Pole-Master, will handle 
poles up to 75 feet in length, accord- 
ing to Brooke Daly, company vice 
president. Movement of the derrick is 
actuated by two pairs of hydraulic 
cylinders which are driven by a power 
take-off installed on the chassis trans- 
mission. One pair of cylinders is used 
for spotting the boom, and the second 
pair for raising or lowering the head 
sheave a distance of 31 inches. 

Twin positioning cylinders, at- 
tached to side legs and body roof, 
move the boom to any point through- 











New Issue 


above stock, 





Copies of the Prospectus are 


June 7, 1954. 








This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 
The offer is made only by the Prospectus. 


50,423 Shares 


Central Maine Power Company 
Preferred Stock 4.6% Series 


$100 Par Value 
(Convertible through June 30, 1964) 


Holders of the Company’s outstanding Common Stock and 6% Preferred Stock have 
been issued Subscription Warrants expiring on June 14, 1954 to subscribe to the 


Subscription Price $100 per share 


During the subscription period, the several Underwriters, including the undersigned, 

may offer and sell Preferred Stock 4.6% Series (Convertible through June 30, 

1964), including stock purchased or to be purchased by them through the exercise of 

Subscription Warrants, at prices not less than the Subscription Price set forth above 

less any concession to dealers and not greater than the highest current offering price 
in the Over-the-Counter Market plus the concession allowed to dealers. 


btainable from only such of the undersigned and such other 
dealers as may lawfully offer these securities in the respective States. 


Harriman Ripley & Co. The First Boston Corporation Coffin & Burr 
Incorporated incorporated 
Goldman, Sachs & Co. Kidder, Peabody & Co. 

Lehman Brothers Merrill Lynch, Pierce, Fenner & Beane 
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i 
out an arc of nearly 180 degrees. 

Complete details are given in th 
company’s bulletin No. 407 which ¢g 
be obtained by writing Powers-Ameq 
can Division, McCabe-Powers Au 
Body Company, 5900 North Broa 
way, St. Louis 15, Missouri. 


G-E Adds to Line of Two-Wa 


Radio Communication Equipme 


THE General Electric Company h 
announced the addition of a new 1 
watt mobile unit and a new 15-wa 
base station unit to its line of lo 
band (25-50 mc.) two-way rad 
communication equipment. 

The new two-way radio unit m4 
be operated, without additional equig 
ment, from either a 6 or a 12 volt poy 
er source. The power supply chassf 
of the new mobile unit is a dual inte} 
rupter type vibrator which makes po§ 
sible the use of either a 6 or a 12 vdl 
operation interchangeably. In addj 
tion, the car battery can have eith@ 
positive or negative ground withod 
the problem of determining polarif 
when installing the mobile unit. | 

The transmitter, receiver, and pow 
er supply chassis are convenienth 
mounted within one small, sturd 
louverless, completely enclosed hou 
ing. The housing features a remo 
able cover and side panels for ease d 
inspection and maintenance. 


Panhandle Eastern Pipe Line 
Plans $66,750,000 Program 


PANHANDLE Eastern Pipe Lit 
Company has announced plans for 
$66,750,000 construction and expat 
sion program which would greatly it 
crease the flow of natural gas to scoré 
of cities along the natural gas con 
pany’s Texas to Mid-West pipe ling 

This second major expansion of tl 
company during the last four yea 
would include the substantial conf 
pletion of the third pipe line alot 
most of the main line of the systen 
construction of additional “laterals§ 
or spurs from the main line to cu 
tomers, and the placing in operatio 
of a huge underground storage hel 
in west-central Illinois. 

Upon completion of the planned fy 
cilities, Panhandle Eastern will b 
capable of delivering to customers 0 
peak—or on the coldest winter days 
1,425,000,000 cubic feet of gas dail 
This represents an increase of abot 
50 per cent over Panhandle’s preset 
peak day winter capacity of 970,000 
000 cubic feet. 

(Continued on page 30) 
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a 3 THE GAS INDUSTRY 
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va , on a long-range basis 
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reo With years of background experience in the gas 

thos 4 : utility industry and the knowledge of probable 

larig _- future developments, Ebasco offers a system plan- 
f : ning service to meet the specific needs of all types 

ae e. of gas utilities both large and small. 

urd] Ebasco can assist you with your market surveys, 


hou 


“se load growth forecasts, service requirement studies, 
) 


se d : present system performance analyses. The relative 


merits of alternate development plans will be com- 


| : pared and an economic program for the immediate 
ne | 
| 
f 


nN 
Lit 


and long-range future will be recommended. 





Entire systems from gas field and production facili- 
aol ties to the customer, or the component parts, are 
aif rN covered as may be desired to meet the requirements 
y i / ~~ | of the particular situation—including pipe lines, 
a / compressor-stations, peak-shaving, conversion, 
ling manufactured gas plants, and distribution. 

f th 

reat 
cong 
long 


te ] j Our booklet—‘‘The Inside Story of Quin 
alsy 4 j Outside Help” —describes Ebasco at 
cug ‘a / 4 | services and how they may be of use 

Ati \ -_ ‘ to you. For a copy, write or phone 


Ebasco Services Incorporated, 
Dept. W, Two Rector Street, 
New York 6, N. Y. 





NEW YORK - CHICAGO ~+- DALLAS + WASHINGTON, D. C. 


Appraisal * Budget ¢* Business Studies 
: eee Consulting Engineering * Design & Con- 
struction * Financial ¢ Industrial Rela- 


tions * Inspection & Expediting * Insur- 

AAS ance, Pensions & Safety ¢ Purchasing 
fH! ; Rates & Pricing * Research * Sales & 
Public Relations ° Space Planning 


Systems & Methods ¢ Tax « Traffic 
Washington Office 


57 
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INDUSTRIAL PROGRESS—( Continued) 


Middle South Utilities Adding Three New Units 


THE Middle South System soon will bring into service 
two 135,000-kw generating units in the territory served 
by Arkansas Power & Light Company and an 82,000-kw 
unit in New Orieans. These additions, plus the 135,000- 
kw unit which Louisiana Power & Light Company has 
scheduled for completion in mid-1955, will bring owned 
generating capability of the System to approximately 
2,150,000 kw next year. The System peak load is ex- 
pected to be in excess of 1,800,000 kw at that time, in- 
dicating some reserve margin for use in absorbing fur- 
ther load growth in the territory served. 


Ebasco Services Presents Safety Awards 


W. T. ROGERS, safety director of Ebasco Services In- 
corporated, has completed a 20,000 mile tour of the 
United States, during which he visited 21 of Ebasco’s 
large construction projects and presented fifteen safety 
achievement awards. The awards, presented to Ebasco 
construction projects which complete an award period 
of one year with an injury index 25% below the na- 
tional average for the entire construction industry, were 
made to projects located in 14 states from the Atlantic 
Coast to Arizona and as far north as North Dakota. 

The Webster Steam Electric Station of The Houston 
Lighting and Power Company received the annual 
Ebasco Gold Award for outstanding performance in 
the prevention of accidents. To merit the award, the 
Webster Steam Electric Station construction organiza- 








ADDRESSING 
MACHINES 


offer you the only competition you can 
find in the Addressing Machine industry. 
Consult your yellow telephone book or 
write to The Elliott Addressing Machine 
Co., 144G Albany St., Cambridge 39, 
Mass. 








tion achieved an injury index 80.97% below the nations 
average for the entire construction industry during t 
award year 1952-53. During the award period the Wek 
ster project had an average working force of 193 me 
worked 400,205 hours with no fatalities and only thré 
lost time accidents, which resulted in the total of onl 
21 days lost from work. A silver plaque was award 
to the Lake Creek Station of Texas Power & Liglff 
Company. | 


G-E Appointment | 


THE appointment of Howard M. McNeil as Wire anf 
Cable Specialist of General Electric’s Construction M 
terials Division has been announced by J. J. Lengy 
manager of marketing for the division. 

Mr. McNeil, who joined General Electric in 1950 
a test engineer at Lockland, Ohio, was, prior to his pre: 
ent assignment, a proposition engineer for the Wire ar 
Cable Department at Bridgeport. 

He has been assigned to the Division’s Central ar 
Northwestern Districts, and his office will be at 6 
Seventeenth street, Denver. 


Pennsylvania Water & Power Opens 
New Steam Generating Unit 


PENNSYLVANIA Water & Power Company recent 
put into operation at its Holtwood, Pennsylvania, stea 
plant a new generating unit that includes what is d@ 
scribed as the biggest anthracite-fired boiler ever bui 

With a rated capacity of 700,000 pounds of steam pé 
hour, the boiler provides steam to operate a 70,000-k 
turbo-generator. The unit, installed at a cost exceedit 
$14,000,000, was added to a 30,000-kw steam turbo-ge 
erator previously in service at the station. The company 
nearby hydroelectric plant has installed capacity of 10 
000 kw in 10 units. 










American Gas and Electric Company 
Wins Charles A. Coffin Award 


FOR distinguished pioneering of advanced engineerit 
concepts, the American Gas and Electric Company w 
awarded the electric industry’s highest honor, the Charl 
A. Coffin Medal. 

The award was presented to Philip Sporn, AGE pres 
dent, by Philip D. Reed, chairman of the General Ele 
tric Company, in ceremonies conducted at the 22nd a 
nual convention of the Edison Electric Institute. 

The award was based specifically on two importa 
engineering advances made by AGE in 1953: the initi 
operation of the nation’s first 330,000-volt transmissi¢ 
line, and the initiation of the manufacture and install 
tion of the nation’s first electric power generating u 
to utilize ultra-high-pressure steam. 

AGE was selected as recipient of the Coffin Awa 
after a nominating panel, representing every section 
the nation, had reviewed the accomplishments of oper 
ing electric companies in 1953. 

Established 31 years ago by the Charles A. Coff 
Award Foundation in honor of General Electric’s fi 
president, the Coffin Award consists of a gold medal a 
$1,000 for the winning company’s employe bene 
fund. It is presented annually in recognition of 0 
standing achievements by electric companies as a C0 
tinuing inspiration to the advance of the industry a 
service to customers. 
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PROFESSIONAL DIRECTORY 


e This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 


valuations, special reports, investigations, financing, design, and construction. » 





Tue American AppraisaAL Company 
ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 











BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 


Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 


28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








f Ford, Bacon & Davis 


KaD CONSTRUCTION 
VALUATIONS Jy in CTs 
REPORTS G e RATE CASES 

NEW YORK e CHICAGO e LOS ANGELES 








FOSTER ASSOCIATES 
CONSULTANTS TO PUBLIC UTILITIES AND COMMON CARRIERS 


FAIR RETURN RATE CASES MARKET ANALYSES 
RATE DESIGN COST ANALYSES FINANCIAL ANALYSES 


RIDGEWOOD, N. J. 





88 CHESTNUT STREET, 














(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





GIBBS & HILL no. 
CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK —LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 











GILBERT ASSOCIATES, INC. 


GA ENGINEERS © CONSULTANTS © CONSTRUCTORS 
READING, PA. 


FOUNDED 1906 @ PHILADELPHIA 
@ NEW YORK @ MEDELLIN 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 

Traffic Surveys—Fare Analyses 
New York 5. N. Y. 


55 Liberty Street 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 








327 South LaSalle Street @ CHICAGO e Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 
134 So. LaSalle Street Chicago 3, Illinois 








GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Kingswood 0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHI) 











Mention the FortnicHtLy—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





JENSEN, BOWEN & FARRELL 
ENGINEERS 
NN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS— DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 

DETERMINATION 











She huljian loporalion 


ENGINEERS ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
_ Utility Management Consultants Specializing in REGULATORY 
ona’ COST ANALYSIS miusieas 
for past 35 years 
Send for brochure: ''The Value of Cost Analysis to Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET sss BOSTON 10, MASS. 








TAXES 


nn MIDDLE WEST cman 
PENSION | 
an SERVICE sacautiiaan 


PERSONNEL co ACCOUNTING 
ENGINEERING SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 








Pioneer ne Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 















Complete Services for Gas 
and Electric Utilities » Designing 
¢ Engineering ¢ Construction 

« Alterations * Expansions 

¢ Modernization ° Surveys Plans 
¢ Piping « Equipment « Steam 
or Diesel Power Plants 














THE RUST ENGINEERING CO. 


PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
HER Offices in Principle U.S. and Canadian Cities 
lll Power Plant Design and Construction 
4-FIIF Boiler Settings © Chimneys © Equipment Erection 
Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 














SANDERSON & PORTER 
ENGINEERS & 
AND 


CONSTRUCTORS 











Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 











Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION aan gm INDEX 
REPORTS — VALUATIONS tescinsitten tenis teanile 
Including Hydro-Electric Properties 


1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 








Mention the FortNIGHTLY—It identifies your inquiry 
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ALBRIGHT & FRIEL INC. 


Consulting Engineers 


Water, Sewage and Industrial Wastes Problems 
Airfields, Ly incinerators, Dams 
Pewer lood Contre 


industria! Bulldings 
City Planning. Reporte, ieee sals and Rates 


121 SOUTH BROAD e. PHILADELPHIA 7 








LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DBSIGN—REPORTS—APPRAISALS—BATES 


19 East Adams Street Chicago 8, Dlinois 

















EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public ah nc Ma en orts and 
Original Cost t Btudles 


910 Electric Building Indianapolis Ind. 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatig St., Cuicaco 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anpD SERVICE CO. 
327 So. LaSalle St., Chicago 4, IIL 











LUTZ & MAY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6. Mo. 

















GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


Roperte—Ap 
i" 


Original Cost and Depreciation Studies 
Rate Analysee—insurance Surveys 











A. S. SCHULMAN ELEctTrIic Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—DIsTRIBUTION—POWER 
STATION—INDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CrHIcaco Los ANG&LES 














FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuations — Depreciation 
lavestigations and Reports 


122 SoutH MICHIGAN AvENUB, CHICAGO 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














JACKSON & MORELAND 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 








Representation in this Professional Directory 
may be obtained at very reasonble rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 








Mention the FortNIGHTLY—It identifies your inquiry 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 
*Abrams Aerial Survey Corporation .............+4+- 
Albright & Friel, Inc., Engineers ...............00000- 35 
Tes OS SR aes pee ee 
*Allis-Chalmers Manufacturing Company ............ 
American Appraisal Company, The ................-- 31 
*American Perforator Company, The ...............- 
*American Telephone & Telegraph Company .......... 
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*Automatic Electric Company ..............2..00000% 
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Babcock & Wilcox Company, The ..................-. 4-5 
PBarper-reens Gompany ........ 222. .0...228se000% 
PREREaMENE PHL ASDMPBNY ........ 25.2 .52000600c0s0% 
Black & Veatch, Consulting Engineers ............... 31 
Blaw-Knox Company ..............-.+-. Inside Back Cover 
SEE ENG oo ons ass oie 5s a6 sv wsiek eels 
Boddy, Benjamin and Woodhouse, Inc. .............-. 31 
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Carter, Earl L., Consulting Engineer ................. 35 
Sieveland drencher Go., The ...........6.5.66s6085- 26 
RSM MONE OUSTOM), BNE. <.<.os.s.5 55.050 se ew sesieseues s 18 
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You'll actually see dust 
at work in pipelines. 
You'll find important 
information on: 


How to choose the right gas 
cleaner and fogger. 


How clean, conditioned gas 
pays off in decreased operat- 
ing and maintenance costs 
how it cuts service complaints 
and boosts customer good- 
will. 


How oil fogging prevents ex- 
cessive joint leakage, forma- 
tion and movement of dust, 
and naphthalene stoppages 
in distribution systems. 

How to prevent erosion of 
metering, regulating and 
compressor equipment. 

How the results of extensive 
field tests are used to bring 
you the latest developments 


in gas conditioning equip- . 


ment. 


Fe 


fn this new booklet. a 


| the most complete story published 
on dust removal and control 





BLAW-KNOX COMPANY 


Blaw-Knox Equipment Division 
Gas Equipment Department 
Pittsburgh 38, Pennsylvania 






BLAW-KNOX | 
GAS CLEANERS i 

and } 
Oil Foggers 


Provide Clean 
Conditioned Gas 


AT ALL TIMES 
AT LOWEST COST 








MAIL THIS COUPON FOR YOUR COPY 


Blaw-Knox Company, Blaw-Knox Equipment Division 
Gas Equipment Department, Pittsburgh 38, Pa. 
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NEW G-E FLUORESCENT STREET LIGHTS 
GAIN NATIONWIDE ACCEPTANCE 


Are fluorescent street lights practical? Utility and 
municipal officials who have installed G-E Form 
206 fluorescent luminaires are best qualified to give 
the answer. Their actual field experience, in all parts 
of the country, is summarized in the following 
questions and answers. 


WHY USE FLUORESCENT STREET LIGHTING? 


Fluorescent street lighting provides better visi- 
bility and a more even light distribution than the 
best engineered systems of either filament or mercury 
lamps. The low brightness of the light source reduces 
the glare and eye strain that accompanies other types 
of street lighting. 


IS VISIBILITY IMPROVED? 


Yes. Many lighting experts believe that fluorescent 
street lighting increases actual visibility by about one- 
third. Thus, a 1.25 footcandle level from a Form 206 
fluorescent luminaire seems to provide the same 
visibility as a 1.7 footcandle level from filament or 
mercury luminaires. 


IS THE COLOR OF THE LIGHT PLEASANT? 


Yes. The whiter light furnished by the fluorescent 
lamps does not distort the familiar coloring of objects 
and people. Businessmen find that shoppers even 
come from outside usual trading areas to shop under 
the comfortable light from the fluorescent luminaires. 


NORTH—Shakopee, Minnesota praised the performance of 
its Form 206 luminaires. The new lights provide superior 
illumination even in sub-zero weather. 


GENERAL @@ ELECTRIC 


IS THE SIZE OF THE LUMINAIRE A PROBLEM? 

No. The Form 206 luminaire is only slightly «ver 
six feet long and the distinctive size and shape adi 
functional beauty to the appearance of any stree: o 
roadway. No guys or trusses are required to sup port 
the luminaire even in high winds. 


WHAT MAINTENANCE IS REQUIRED? 
Maintenance is reduced! The fluorescent la npg 
used in the Form 206 have an average lamp lif: of 
7500 hours, or about two years of street-ligh:inz 
operation. The hinged plastic globe is shatterf roof 
and is tightly sealed to prevent dirt or insects entering 
the unit. Sun, rain, heat, cold, or aging do not ad 
versely affect the plastic globe or the light output. 


HOW DO COSTS COMPARE? 

When over-all lighting costs are computed on a 
equivalent visibility basis, G-E Form 206 fluorescen 
luminaires cost less than any other comparable syste 
of filament or color-improved mercury. Althougl 
equipment and amortization costs are somewha! 
higher, installation costs are comparable, and operat} 
ing costs are generally lower. 


GET MORE INFORMATION about this outstandin 
G-E fluorescent luminaire, the Form 206. Contac 
your nearest G-E Apparatus Sales Office, or writ 
Section 452-139, General Electric Company, Sche 
nectady 5, N. Y. 





EAST—Central Maine Power Co. accomplished their wor 
ing objective of providing better street lighting econon ical 
by installing Form 206 fluorescent lights at Auburn, I iain 











